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EC AFTER CONSULTATIClfS 801 ECClfOMJCor,1ctALI ANDANALYSIS THEIR CURRENT . . .INR 
ECONONIC PR08RANNING ACTIVITIES, FOLLOWINGARE OUR VIEWS ON BASIC CIA 
ECONCIIJC P0L ICY QUESTIONS POSED REnn. R3A 

DOO A. CBEGiN UNDERSCORE> FIGHTING ON • . <END .IMPACT a, INDIAN ECCJfONYI~ 1"DERSCCME> SINCE VAR VAS SKCMT C MOST ACT IVE PHASE ONLY 17 DAYS> 
Am AND LOCALIZED, 
E VERYGREAT. AS REGARDSMILITARY LOS , A 

IIENTIONEDPRELIN'INARY ESTIMATES OF s1,1 NI LION, CCIIPAREDCURRENT 
RSR 

PAGE TV0 RUSBAE 644A S El R it T . 
Q-4•5 DEFENSEBUDGET87 CROREScst.84 BILLION>. ASHOKA NEHTA 
AND OTHERSHAVECHARACTERIZED EQUIPMENT·-·MUCHOFDESTROYED As 
SUPERANNUATED,THUS DUE FOR REPLACEMENT ANYVAY. <IT JS NOT Cl.EAR 
WHETHERTHE $151 MILLION FIGURE INCLUDES USE or MILITARY CONStJIABLES 
SUCH AS ANNO AND P0L ell WHETHERIT REP'IRS ONLY TO EQUIPMENTLOSSES.> 

I . 
IN ADDITION TO fllILITARY LOSSES, THEREVAS CIVIi IAN DAlf ♦ GE CVHICH HAS· 
NOT YET BEEN SURVEYED BUT ESTIMATED BY ONrOFFICIAL SOURCE AT ABOur 
S151 MILLIOti>, CONSIDERABLEDISRUPTION OF TRANSPCMTATION IN BOTH . ·,
J'RONTANDHINTERLAND, DISLOCATIONOF TEA, JUTE, AND V00LEN TEXTILE. 
INDUSTRIES, SCIIE INTERFERENCEWITH AGRlClLTURAL PROOUCTIONAND 
TRADING OPERATIONS. IN FRONTAREAS,AND THE LIKE. DOUBTFlL 1, cosrs· ·.I 
SUC·H DISLOCATIONS AND INTERFERENCE CAN EVER BE ACCURATELY 
CALCULATED,BUT SCIIE ASSESSMENTMAY BE GLEANEDFRONTRADE, ' 

?WOOUCTIC., AND FISCAL STAT 1ST ICS NEXT '"' NONTKS. 1,l 
DECLASSIFIED I 

E.O 13292, Sec. 3.4 
/ State Dept. Guidel~e s -cu 
By~ NARAiOate-:1'3O __,, \ 
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-2- 1002, October 15·, from New Delhi (SECTION I OF III) 
. . . \ 

.IN SUM, FROM ·INFORMATION NOW AVAILABLE, \IE THINK DIRECT ECON,OMIC 
IMPACT OF WARWASLIMITED AND BASIC PROBLEMS OF ECONOMY (RESOURCE 
SHORTAGE, FOREIGN EXCHANGE SHORTAGE, ·FOOD PROBLEMS> WERE NOT RPT 
NOT SERIOUSLY EXACERBATED BY HOST IL IT IES. • ' 

/rREAL.CAUSE FOR CONCERN IS THUS NOT RPI' NOT ·ECONOMIC BURDEN OF 
//. REPAIRNG IMMEDIATE DAMAGE BUT COST OF DELAY IN DEVELOPMENT OF • 

BASIC GOI ECONOMIC POLICY, IN MEDIUM· AND LONGER-TERM FtrrURE. THlS 

PAGE THREE RUSBAE 644A S-E CR ~-T 
WILL INEVITABLY BE AFFECTED BY WHAT GOI POLICY-MAKERS CONSIDER 
NEW SET OF CIRCUMSTANCES IN AFTERMATH PAK CONFRONTATION AND RENEWED 
CHINESE THREATS AND BY OUR POLICIES. 

BUT PAK AND CHICOM THREAT NOT RPT NOT BY ANY MEANS SOLE FACTOR· 
IN INDIAN VIEW CHANGED CIRCUMSTANCES.. EQUALt Y IMPORTANT, IF NOT 
MORE SO , IS INDIAN SENSE ISOLATION ,JN VIEW UNCERTAINTIES ABOUT 
SUPPORT--BOTH MORAL AND MATERIAL--FROM MOST IMPORTANT NON-COMMUNIST 
COUNTRIES. 

WHILE WE LACK PR~CISE INFORMATION ON GOI INTENTIONS REGARDING BASIC 
ECONOMIC POLICY CGOI PLANNERS INDEED OBVIOUSLY THEMSELVES STILL 
GROP_ING AND BIDING FOR TIME>, WE CAREFULLY FOLLOWING MOVES UNDERWAY 
AND PLANS FOR FUTURE TENDING TOWARD EMPHASIS ON DEFENSE INDUSTRIES, 
REDUCED DEPENDENCE ON FOREIGN SUPPLIES, AND ECONOMIC CONTROLS. WE 
FIND SCA'JE OF THESE TENDENCIES UNDERSTANDABLE (DEFENSE EMPHASIS, 
CONTROLS) AND OTHERS EVEN DESIRABLE (CERTAIN ASPECTS OF PLANS FOR 
SELF-RELIANCE). BUT WE FEAR THAT IF UNCERTAINTIES ABOUT FOREIGN •. • · 

. I 

ECONOMIC ASSISTANCE CANO HENCE TOTAL AVA IL ABLE. R°ESOURCES) CONTINUE • 
·Too LONG, INDIAN ECONOMIC EFFORT LIKELY BECOME DISTORTED BY EXCESSIVE 
• .. I 

RESTRICTIONS ON NON-DEFENSE OUTLAYS, INCREASED REGIMENTATION ANO 
INTENSIFIED AUTARCHJC PRACTICES, COUPLEP WITHINCREASING SOVIET • 
ECON OM IC INFLUENCE, • AND THAT SUCH TENDENCIES, THE LONGER THEY GO 
UNCHECKED, WILL BE THE MORE DIFFICULT TO REVERSE. 

PAGE FOUR RUSBAE 644A S ~ T 
WE CAN EXPECT SOVIETS TRY TO EXPAND THEIR ROLE HERE' AND TAKE 
ADV'ANTAGE OF ANY OPENINGS LEFT AS RES.ULT_ WESTERN SUSPENSION AID. WE' 

.. 
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HAVE ALREADY SEBN THIS IN SOVIET CONTINUANCEMILITARY SHIPMENTS AND· 
READINESS CONSID'ER ADDITIONAL HELP IN THIS AREA. THERE ARE LIMITS , 
TO WHAT RUSSIANS CAN DO• AS SUGGESTEO. BELOW• BUT IT CLEAR RUSSIANS 
PREPARED DO MORE ASSIST IND IA IN 'ITS DEFENSE AND DEVELOPMENT EFFORTS. 

B.(BEGIN UNDERSCORE) PLAN REVISION.(END UNDERSCORE> 
EVER SINCE NATIONAL DEVELOPMENT COUNCIL MEETING SEPT 5-6, IT 
HAS BEEN WIDELY ADVERTIZED HERE THAT FOURTH FIVE-YEAR PLAN BEING 
REVISED TO MAKE IT MORE "OEFENSE-ORiiNTED", WHILE STILL RETAINING 
OJERALL OUTLAY TARGET OF RS. 21,500 CRORES. PUBLIC PRONOUNCEMENTS· 
THIS SUBJECT HAVE STRESSED THAT REORIENTATION WILL NOT AFFECT 
PRIORITY POStTION OF AGRICULTURE; IN FACT MANY STATEMENTS EQUATE 

.DEFENSE ORIENTATION WITH AGRICULTURAL PRIORITY. 

THERE IS NO DOUBT THAT PLANNERS IN QUANDARY ABOtrr FOURTK PLAN• BUT 
MAJOR FACT EMERGING FROM OUR INTERVIEWS PLANNING COMMISSIONS AND. 
OfHER ECONOMIC OFFICIALS IS THAT THEY DETERMINED AVOID Fll-JDAMENTAL 
CHANGES TO EXTENT POSSIBILE. TO THIS END, DECISIONS ON FOURTH 
ft.AN ARE BEING POSTPONED IN HOPE, AS ONE PLANNING OFFICIAL Ptrf 
IT, THAT INTERNATIONAL SITUATION WILL BECOME CLEARER IN THAT PERIOD. 
<WE BELIEVE THIS REFERENCE COVERS FACTOR Of ECONOMIC ASSISTANCE 

I 

. . ~ 
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AS WELL AS PAK AND CHICOM THREATS.) 

INTENSIVE WORK NOW GOING ON PERT A INS ENTIRELY TO <BEGIN UNDERSCORE) 
AD HOC <END UNDERSCORE) CURRENT ECONOMIC ADJUSTMENTS AND TO ANNUAL 
ft.AN FOR 1966/67, FIRST YEAR OF FOURTH PLAN. THUS THERE IS IN 
EFFECT NO RPT NO FOURTH PLAN AT PRESENT, NOR WILL ONE BE FORMULATED 
UNTIL CURRENT UNCERTAINTIES, MAINLY ABOUT RESOURCE AVAILABILITY, 
ARE AT LEAST PARTLY DISPELLLED., 

1. (BEGIN UNDERSCORE> AD HOC ADJUSTMENTS. <END IJIJDERSCORE> 
THESE ARE ACTIONS FOR BRACING THE ECONOMY AGAINST RESTRICTED AVAIL­
ABILITY TOTAL RESOURCES AND ESPECIALLY FOREIGN EXCHANGE DURING 
PER I OD AID REAPPRAISAL BY CONSORT lUM AND LONGER, IF THIS 
REAPPRAISAL ADVERSE TO INDIA. THEY INCLUDE SUCH THINGS AS: CONTROLS 
OVER ALLOCATIONS OF NON-FERROUS METALS, INFORMAL BUT NEVERTHELF,:S6 • 
STRICT LIMITATIONS ON FOREIGN EXCHANGE ALLOCATIONS TO NON-PRIORITY 
INDUSTRIES; AND DECISION TO EXTEND GRAIN RATIONING NOV 1 TO CITIES 
OJER 100, 000. • 

·SECRET'° 
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from New Delhi (SECTION I OF III) 

1' . 

THEY 'ALSO INCLUDE SERIES •CONSULTATIONS BETWEEN GOI OFFICIALS CTTK, 
MEHTA) AND CHIEF MINISTERS VARIOUS STATES WHICH; ALTHOUGH BILLED 
AS SESSIONS DISCUSSING FOURTH PLAN REVISION, ARE IN REALITY MORE 1 

CONCERNED WITH POSSIBILITIES FOR RA.PIO ENHANCEMENT AVAILABLE 
RESOURCES THROUGH INCREASED TAXATION.AND REDUCED EXPENDITURES AT· 
Sf ATE LEVEL. IN ADD IT ION, T.HER°E-·ARE NOfEWORTHY CURRENT EFFORTS TO • 
INTENSIFY PROGRAMS PREVIOUSLY UNDERWAY, SUCH AS AGRICUl..TURAL PRO• 1 

DUCTION DRIVE OUTLINED BY PRIMIN IN RECENT SPEECH CEMBTEL 947) 
AND PROPOSALS FOR MAX.IM IZ ING EX.PORTS. BOWLES
Br . 
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IN SHORT, AUTHORITIES ARE DOING WHAT MIGHT BE 'EXPECTED UNDERPRESENT 
PRESSURESANO. UNCERTAINTIES, I.E., EXAMININGALL ~OSSIBILITIES FOR 
EMERGENCY MOBILIZATION MAY BE-DIFFICULT DAYS AHEAD. RESOURCE FOR WHAT 

I' 

THERE IS IN PUBLIC PRONOUNCEMENTS CONTENTON SUBJECT HEAVY MORALE­
BUILDING PROPAGANDA, REASSURE THAT INDIA CAN BECOME DESIGNED NATION 
MORE"SELF-RELIANT" AND THEREBY RESISI' ATTEMPTS BY DONOR NATIONSTO 
EXACTPOLITICAL CONCESSIONS IN RETURN FOR AID. Bur POLITICAL 
EXAGGERATIONS ARE SERIOUSLY ASIDE, WE BELIEVE THESE MEASURES 
INTENDEDAND, ESPECIALLY CONSIDERINGPRESENT HIGH MORALE OF POPU• 
lATION, COULDBRING MEASURABLE BENEFITS.SHORT-TERM 

HOWEVER,AS THEY ALL PERTAIN TO TAKING UP SlACK IN AN ECONOMY THAT 
HAS RELATIVELY LITTLE SLACK, THEIR CONTINUANCE SHORT-TERMBEYOND 
COULDLEAD TO -

PAGE TWO RUSBAE 64~8 S Er"CR E T 
DEBILITATINGAUSTERITYAND REGIMENTATION. 

2. <BEGIN UNDERSCORE) 1966/67 ANNUALPLAN.CENOUNDERSCORE)
PUBLIC ANNOUNCEMENTS PUBLIC SECTOR INVESTMENTS HAVE STATED 1966/67 
SCHEDULEDAT RS.2,080 CRORES, SAID TO BE ABOUT 10 PERCENTREDUCTION 
FROM"QHGINAL" PLAN FOR THAT YEAR AND ALSO LOWER THAN CURRENT 
YEAR'S PLANNED INVESTMENTCRS. 2,259 CRORES>. • 

FRESS TREATMENT THAT THIS "Cur" TOGIVES IMPRESSION HAS BEEN MADE 
ACCOMMODATEHIGHER LEVEL DEFENSE EXPENDITURES,BUT ONE SENIOR 
Ft.ANNINGOFFICIAL EXPLAINED IT AS MORE RELATEDTO DECISION, TAKEN 
SOMEMONTHSAGO, TO ADOPT OVERALL FIVE-YEAR OUTLAY LEVEL OF RS. 
21,500 CRORES INSTEAD OF 22,500 CRORES PREVIOUSLY CONSIDERED. 
MOREOVER,PLANNED1966/67 LEVEL NOT REALLY LOWERTHAN CURRENT YEAR 
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-2- 1002, OCTOBER15, FROMNEW DEIBI (SECTION II OF Ill) 
'BECAUSE ABOUT RS. 250 CR~£S OF amfENT YEAR PLAN BUDGET REALLY : . . ( ;MAINTENANCE OF'JHmD ··,PLAN ·PROJECTS WHICH TRANSFERRED TO OPERATING 
'BUDGET UNDER FOURTH 1PLAN. PLA.NNERSTELL US DRASTIC CHANGES NOT' . '\ , . 
POSSIBt..! 1946/67, SINCE BULK o, PROJECTSTHAT·YEARARE CARRYOVERS 
FROM PREVIOUS YEAR. • 

WHAT IS INVOLVED IS CONTINUATION OF PRESENT AUSTER·ITY, wnH ' 
srRICT LIMITATION ON SOCIAL WELFARE PROGRAMS, NEW GOVERNMENT •1 

BUILDING CONsrRUCTION• HOSPITAL AND ·sCHOOLCONSTRUCTION, EDUCATIONAL . 
PROGRAMS, ETC. Pot.IT ICIANS LIKE TO i)t'PL.Y .THAT "SAVINGS" FROM SUCH • 
AUSTERITY MEASURES ARE' TO BE USED TO ENHANCE DEFENSE EFFORT, WHILE • 
ECONOMIC OFFICIALS TELL US THEY ARE LARGELY REALISTIC ADJUSTMENT : _: 
TO PRESENT ANO PROSPECTIVE RESOURCE.AVAILABILITIES. TRUTH PROBABLY 
LIES SOMEWHERE BE'.J'WEEN. ' • 

C. CBEGIN UNDERSCORE) RESOURCE ALLOCATION BETWEEN DEFENSE AND 
DEVELOPMENT. CEND UNDERSCORE> ONE THING IS a.EAR: GOI IS DETERMINtD 

MAINTAIN AS CREDIBLE J;'EFENSIVE POSTURE AS .IT CAN, WITH OR WITHOUT 
FREE WORLD MILITARY OR ECON(JIJIC ASSISTANCE. 

THIS DOES NOT NECESSARILY MEAN THAT PREVIOUSLY PLANNED LEVEL OF 
DEFENSE .EXPENDITURES ARE DUE FOR DRASTIC OR EARLY INCREASE. MEHTA 
AND OTHERS HAVE TOLD US 1HERE IS NO PRESENT INTENT ION OF INCREASING 
RS. 5,000 CRORE LEVEL OF DEFENSE EXPENDITURE Pl,.ANNED FOR THE FOURTH 
PLAN, POINTING OUT THAT THIS ALREADY REPRESENTS CONSIDERABLE 
INCREASE OVER CURRENT. LEVELS WHICH, IN TURN, REFLECT SHARP 
INCREASE REGISTERED AFTER CHINESE 'INVASION OF 1 %2. 

WHATIT VERY LIKELY DOES MEAN IS THAT DEFENSE AND DEFENSE-RELATED 
EXPENDITURES WILL BE ACCORDED HIGHER PRIORITY THAN CIVILIAN-ORIENTED 
DEVEL·OPMENT EXPENDITURES SO THAT, IF OVERALL ANT IC I PATED RESOURCE 
LEVEL IS REDUCED--AS, FOR INSTANCE, BY A DROP IN MILITARY AND·· 
ECONOMIC AID·-- - . - CIVILIAN EXPENDITURES LIKELY BEAR BRUNT .OF CUTBACK. . 

·' 

THIS IS NO'( r'o SAY PRESENT PLANS FOR FIVE-YEAR DEFENSE EXPENDITURES 

I 

PAGE FOUR RUSBAE 644B 5-! e ft "'E T . 
WOULD BE MET UNDER ANY CIRCUMSTANCES. DEFENSENECESSARILY DOMESTIC 
PRODUCTION WILL FACE STRICT LIMITATIONS IMPOSED BY SCARCITIES·AND 
QJALITATIVE DEFICIENCIES IN MATERIALS-AND BY SHORTAGES SKILLED 
MANPOWER. LEVELS FOREIGNREDUCED AID WOULD FURTHER RESTRICT 
EXCHANGE AVAILABILITIES FOR PURCHASE ABROAD.OF SOPHISTICATED TYPE 
OF VEAPONRY WHICH INDIANS CONSIDER REQUIRED· TO CO~TER _CKICOM THREAT• . 

SECRE;_ 
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'1 
I i . ' . ' ·.; 

£VEN BEFORE EMERGEN.CY, IND IA HAD BEGUN TO TURN TO ·USSR ·FOR SUCH 
PURCHASES AND THIS ACTIVITY RECENTLY GREATLY STEPPED UP, WITH 
LIKEl..IHOOD INCREASED SOV SUPPLY. HOWEVER, EVEN IF SOVBLOC•INDIAN. _ ., 
a.EARING ARRANGEMENTSCOULD BEAR sue~ AN., INCREASE, IT DOUBTFUL 
THIS SOURCE COULD FILL REQUIREMENTS SUGGESTED BY PRE-EMERGENCY 
INDIAN DEFENSE PLAN. SOVBLOc· AGREEMENTS FOR MILITARY SUPPL.Y TO 
INDIA IN 4•YEAR PERIOD NOV l 960 TO SEPT 1964 TOTALLED $350 M 11..LION. 
THIS COMPARES WITH ANNUAL CEILING $286 MILLION ON ALL FOREIGN ·• 
EXCHANGE PURCHASES ON MILITARY ACCOUNT.NEGOTIATEDWIT~INDIAN$ IN 1~6~ 

I • '-

'----r-< 
MCNAMARA•CHAVANAGREtMENT. 

! . 
I 

WHATEVER OUTCOME. CURRENT WESTERN REA PPR A lSAL A ID· POL ICY, IND IA 
DETERMINED MAKE STRENUOUS EFFORT TOWARD GREATER SELF-RELIANCE DE• 1 

FENSIVE CAPABILITIES. MEHTA, IN STRES'SING THIS, POINTS our THIS ·IS' 
BIG DIFFERENCE FROM REACTION TO 1962 EXPERIENCE, WHENIMPULSE 
KAO BEEN TO GET HELP FROM US AND UK. • 

PAGE FIVE RUSBAE 6448 S E· e R c ► T 

~E PRACTICAL RESULT IS CHANGE FRO~ FORMER CONCEPT INSULATION I 
DEFENSE-PRODUCTION ~ACILITIES FROM REST OF ECO~OMY TO CURREN~ PLAN [OB 

THOROUGH INTEGRATION, WITH MUCH CLOSER COORDINATION DEFENSE AND 
DEVELOPMENT PLANNING. ECONOMIC Pt.ANNING CAPACITY OF DEFENSE 
MINISTRY BEING STRENGTHENEDWITH APPOINTMENT ADDITIONAL SECRETARY 
AND SOME SUPPORTING STAFF, AND PLANNING COMMISSION OFFICIALS STATE 
THAT HENCEFORTH CAPITAL AND MATER.IAL REQUIREMENTS DEFENSE FACTORIES 
WILL BE TAKEN MORE DIRECTLY INTO ACCOUNT IN.PROGRAMMING FOREIGN 
EXCHANGE AND ALLOCAT I.NG PRODUCTIO~ BASIC IND IAN INDUSTRIES. 

AS DESCRIBED TO US BY GOI OFFICIALS-RECENTLY, INTEGRATION OF 
DEFENSE ~RODUCTION INTO REST OF ECONOMY WILL BE EXPRESSED IN THREE 
MAIN WAYS: 1> SHOPPING HARD TO OBTAIN MORE NEEDED CO~PONENTS AND 
ITEMS FROM DOME ST IC ECONOMY;. 2) USING AND, AS NECESSARY, PREEMPT ING. 
EXISTING OR ALREADY PLANNED CAPACITY CAS IN FORGING AND FOlNDRY • 
INDUSTRIES) FOR DEFENSE PRODUCT ION; AND 3) INCREASE OF CERTAIN 
KINDS OF CAPACITY TO PERMIT FASTER IMPORT SUBSTITUI'ION FOR DEFENSE 
REQUIREMENTS, MARKED BY DR IVE FOR COMPLETE SELF•SUFF ICIENCY ·1N · • 
ELECTRONICS AND AIRCRAFT PRODUCTION. BOWLES:: • -. 
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IO OFFICIALS HAVE POINTED OUT TO US THAT MATERIALS 
p REQUIREMENTS OF MILITARY ARE STILL nuITE SMALL
IBIA ~ 

113 

1965OCT16 Af.1 I 50 

AND COMPONENTS 
COMPARED TO CAPACITIES _. 

· 
NSG ALREADY EXISTING OR PROJECTED FOR CIVILIAN PURPOSES, AND HAVE 
INR STRESSED DEGREE TO WHICH MILITARY REQUIREMENTS COULD BE FULFILLED 
CIA BY USING CAPACITY MORE FULLY OR BY DISPLACING CIVILIAN PRODUCTION 
NSA ONLY INTERMITTENTLY. SUCH RATIONALIZATION CERTAINLY POSSIBLE, 

BUT DOUBTFUL IF DRIVE FOR MORE SELF-RELIANCE PRODUCTION CAN BE 
~: ACCOMPLISHED FAST ENOUGH SATISFY INDIAN SECURITY REQUIREMENTS WITKOUT ' 

AID CREATING STRAINS AND SHORTAGES IN CIVILIAN ECONOMY. 
E • I

D. <BEGINUNDERSCORE) INDIAN ECONOMIC POLICYIMPROVEMENTS. <END. 
RSR UNDERSCORE) AS DEPT AWARE, BEFORE AUGUST/SEPT EMERGENCY, GOI . 

ECON OM IC POL ICY MAKERS WERE MOVING IN SOt1E PROM ISING DIRECT IONS AS 
REGARDS ADOPTION OF POLICIES FOR MORE EFFICIENT USE OF OWN 
RESOURCES AND FOREIGN ASSISTANCE. SHOCK OF WAREMERGENCY ANO 
UNCERTAINTIESREGARDING AID HAVE INDIAN RESOLVEFUTURE STRENGTHENED 
TO MAXIMIZE AGRICULTUR.~L PRODUCTION, BUT IN EVERY OTHER RESPECT 
THERE HAS BEEN UNDERSTANDABLE FREEZING ANO RETROGRESSION: OWING 
FOREIGN .EXCHANGE SHORTAGE, FERT !LIZER IMPORTS ARE BEING -CUT, THERBY 
RESTRICTING SCOPE FOR IMPROVED AGRICULTURAL PERFORMANCE; IMPORT 
LiBERAL·IZATION HAS BEEN SHELVED FOR AT LEAST DURATION OF WESTERN 
AID POLICY REAPPRAISAL; INTERNAL ECONOMIC CONTROLS HAVE BEEN 
TIGHTENED RATHER THAN LOOSENED; AND GRAIN DISTRIBUTION IS 
SADDLED WITH MORE RATHER THAN LESS ADMINISTRATIVE DIRECTION. 
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THESE ARE WORRISOME DEVELOPMENTS, BUT WE CANNOT ASCRIBE CURRENT 
RESURGENCE OF CONTROL PSYCHOLOGY TO A BASIC SHIFT IN INDIAN ECONOMIC 
PHILOSOPHY. POLICY DEPARTURES WE PREVIOUSLY SAW IN OFFING WERE 
DEPENDENT UPON ANTICIPATED LEVELS OF WESTERN AID. WE COt.n..0 NOT 
HAVE EXPECTED THEM TO BE PURSUED ACTIVELY DURING PERIOD OF • 
NATIONAL EMERGENCY AND SUSPENSION AID. 

WHILE GOI _ 1_$_~1'.:PRESENT HIGHLY SENS IT IVE TO SUSPECTED POLITICAL 
PRESSURES IN WESTERN AID POLICY, WE BELIEVE IT WOULD STILL BE. 
POSSIBLE RESUME USEFUL DIALOGUE ON ECONOMIC POLICY OF SORT WHICH 
WAS UNDERWAY BEFORE EMERGENCY. IF OUR DECIS'IONS ON A ID ARE TOO 
LONG DELAYED, THERE IS DANGER ST IFF'EN ING ATTITUDES, WITH OUR ' 
ECONOMIC NEGOTIATING POSITIONS BEING CONFUSED WITH POLITICAL 
PRESSURE AND CONSTRUCTIVE ACTION BEING MORE DIFFICULT ACHIEVE~ 

BOWLES 

' 
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ACTION: Am.embassy OTTOWA 37C/ 
BY PaJCH: Karachi 

Delhi 

FROM AID 

SUBJECT: Aid to India and Pakistan 

l. Visiting German and U.K. ofticials discussed this cubject 

29 September with Gaud and ¥..a.comber. In order GOC have same i4'1t'Ol'Zation 

Ma.comber met with Stone and Shenatone G-OC'Embasay Octobo~ l. 

2. Ma.comber outlined US position as follows: (a) Our ~bility i;o 

pledge new aid pending Congressional. action applied wrla.vld~ with two 

minor exceptions and still in effect. (b) We concerned. with t~-- of 

some recipients--especiall.¥ Pakistan but al.so India--to take our aid for 

granted and fail to understand or respect US position in matters important 

to us. (c) Re current US aid to India and Pakistan: Mil.it,ay shiiaerdia 

suspended, economic aid pipeline moving, new economic aid commid..n..ta 

banned, food shipments proceeding on short-term basis. (d) No decisiOIUI 

made regarding resumption of full aid. (e) Four questions cloud tutu.re o~ 

such aid: Has fighting in fact stopped? Is further aid a good investment 

without progress toward settlement and more stability? How much diversion 

of resources to military uses planned, how much tolerable to donors? Ia not 

economic reassessment necessary, as implied by IBRI>in statement poatP'):dng Pak 
Consortium? (il 
A o d for transmission to LIMITELPost~ 

Tel~raphic transmiuion and , 

.•AA/NESA AID ·AA/ Jr ..clusificatlon •pproved by, • 

DECLA8!='-.1Flr"n 
J:.O. 132C2 S- ( 
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By Pouch: Karachi 
Delhi co~ 

3. Canadian reaction guarded. Indicated as far as they knew GOC 

position probably not yet crystallized. Noted Peter Towe coming next week 

and assumed he be in position discuss current GOCviews. Tentative Towe -

Macomber meeting scheduled A.M. WednesdSiY, 6 October. 

BALL· 
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H At meeting October 1 with Under Secretary Manni Bhoothalingam said he:e;:: 

NSC 
understood QTEpause UNQTEin making good on pledge, but continued stoppage onINR 

CIA new aid following ceasefire has come as shock. He emphasized need tor very
NSA 
IGA early non-project aid., including fertilizer. Sa.id recent lighting had stimu­
AID 

lated feeling ot national unity and confidence in India which in midst veryE 

hopeful venture in economic development. Bhoothallngam wondered what would 

be result or irritation and frustration if Indian people felt let downby 

friends on whom they had counted. Said India• a basic problem remains China 

and Indian defense needs must be considered that context. 

Mann referred to strong feeling in US that economic development incompat­

ible with war. Said we have real problem in seeing that economic aid is not 

wasted in fighting. Referred to our own balance payments problems and strong 
concern 

Congreesional/c■N■ «N over eftieacy foreign aid programs. In concern over 

current appropriation bill, he noted Secretary had told Congress that Admin­

istration would consul.t with it before making new loans to India or Pakistan. 

Mann expressed hope we could eoon find some way to get back to normal relation­

ship on &id. Said our priblem would be greatly eased 11' there were prospect 
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of political solution satisfactory both India and Pakistan. 

In response query how soon and under what conditions new loans would be 

resumed., Mann expressed hope we could see somewhat more clearly ahead in short 

ti.me. Stated aid could only be effective in an otherwise favorable situation 

and emphasized we not intending put pressure on GOI. Said we need some more 

ti.me and look forward to more talks with Indians on this issue. 

Throughout conversation., Bhoothalingam and Ambassador B.K. Nehru (who also 

present) defended India's position vis-a-vis Pakistan re camnencement of fighting 

and emphasized virtual insolubility political. problem under existing conditions. 

They offered no positive response on hope expressed by Under Secretary that some 

progress toward political settlement might be in cards. 

GP-) 

END 
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REFERENCE-

1. Acting Administrator Gaud met with Secretary Finance 7 
Bhoothallngam 30 Sept. Ge.ud advised that existing ban on new economic aid 

loans for India and Pakistan would not rpt not autonatically be lifted upon 

passage aid bill. Grounds to proceed with Congressional consultation which 

promised before resumption not at band today. 

2. Bhooth8J.ingam indicated this action severe and out of propor­

tion to events or situation. Thereafter he requested consideration interim 

or partial action or assurance on non-project loan along lines reported 

TOAII> 421. He stressed that sudden stoppage created problems compounding 

bad effects. 

3. Acting Administrator acknowledged di.f'ficul.ties but indicated 

that in this case overall policy considerations were controlling. He re­

'jferred to existence many-uncertainties regarding future hostilities, settle­

ment, and possible need for economic rea.P.Praisal which mentioned by IBRDin I 
press statement at time postponement Pakistan Consortium. 
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4-, Gaud asked Bboothallngam for memorandum. describing short-tel"ll 

economic probl.ea and eff'eet of current Ian so that ve fully understand and be 
I 

prepared as and when~ Bboothal h:ig-m promised provide, noting that meR>randum 

stressing dire conditiona 1a double-edpd avord 1n bands which viah to punish. 

5. BboothaJ 1~ noted he bas appointment 3:00 p.m. 1 Oct. vith 

Undenecreta.ry Mum for c118cunion this subject. 

1, 

OHi f5 ifild. 
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TENTATIVE 

AGENDAFOR VISIT OF IN1)1AN MINISTER,FOOD AND AGRICULTURE 
C. SUBRAMANIAM, December 20-22TO WASHINGTON, 

MOl\J'"DAY,December 20 

9:30-12:30 Discussion of .Indj_an food crisis and steps to meet it 
(Conference Raum 509A) 

12:30-2:00 Lunch 

2:00-5:00 Discussion of I::i.d~-a's longe'.!'-term agricultural develop­
ment :plans ( Confe-~ence noom 509A) 

Dinner for Minister C. Sulramania.~ with key Congressional 
leaders at International Club, 1225 19th Street 

TUESDAY, December 21 

9:00-12:00 Meeting Rinister Subramaniam with Secretary Freeman in 
Secretary's Office 

12:30-2:00 Lunch:Minister Su~ramaniam with Secretary Freeman 

Afternoon Meeting Minister Subramaniam with President at White 
House 

T:00 Dinner for Minister Subramania.m by Secretary Freeman, 
Diplomatic Functions Room, State Department 

WEDl'l!"ESDAY,December 22 

9:00-11:00 Unscheduled 

11:00-12:30 Discussion with George Woods, Director, IBRD 

1:00-2:30 Lunch:Minister Subramaniam with Press Group 

3:00-3:30 Meeting Minister Subraroaniam with Secretary of State .Rusk. 

8:00 Dinner for Minister Subramaniam by .Ambassador Nehru at 
Indian Embassy 

THURSDAY,December 23 

Meetings with representatives of tbe fertilizer industry9:30-12 :00 

Lunch: Minister Subramania.m with fertilizer representatives12 :30 
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FOR DJ.sCUSSIONS ON THE INDIAN FOOD CRISIS 

r. The C\UTent situation 

A. Latest estimates of food grain :production and 
domestic stock position ava.:i.1.able for 1966. 

B. Discussion of various methods for curtailing 
per capita food consUlllJ?tion to the maximum 
extent possible and the likely effects of these 
actions. 

c. Estimates of the minimum food grain import needs 
during 1966. 

II. Food grain 1.ogistics 

A. Steps now being taken to maximize food grain 
arrivals in India in the 1.mmediate future. 

B. India's capacity to handle grain imports. 

l .. Assessment of present port capacity. 

2. Measures to be i!IIl)l.emented that will 
expand existing port capacity. 

3. Use of new methods and new ports :tor 
importing food grains. 

4. Potential use of rail and possibly air 
facilities for food grain imports. 

III. Food grain distribution logistics 

A. Determination of regional distribution patterns . 
. 

B. Specification of the types of food grains that 
can be used in different regions. 

c. Plans for expanding internal distribution facilities 
with eIII.Pbasis on getting food down to the vil.lage l.evel. 

D. .Assessment of internal transport capacity. 

l.. Current rail cape.city and increases 
that can be obtained from reo.l;"dering 
rail priorities. 

2. Maximum transport capacity that ca.n be 
obtained from mobilizing truck tre.nsport. 
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THE MOBILIZtlTION OF INDIAN RESOURCES 

TO MEETTHE PENDINGFOODCRISIS 

It will require the mobilization of all avail.able Indian resources to 
overcome the pending food crisis. The GOI must quickly be in a position 
to use its own food production effective]~ and efficient~, and to devote 
the resources necessary to utilize food that might be forthcoming from 
other nations. This note spells out several. important elements of resource 
mobilization on which a good assessment of performance levels by the GOI 
required. This assessment will provide a basis for determining the type 
and amount of additional assistance it w:Lll have to be provided to get the 
job done . 

The policy and resource commitments of the GOI fall into three cat~gories.· 
First, every effort will have to be made to use domestic food supplies to 
the maximum advantage during the critical period of food shortages. 
Second, an all-out commitment of resources will have to be made to maxi­
mize the quantity of food that can be moved into the country from external 
sources. Third, a maximum effort will have to be made to move imported 
foods from ports of entry to areas of greatest need, and to distribute 
this food quickl.y and efficiently as possible. 

Maximum Utilization of Domestic Food supplies 

The present food shortage situation is aggravated to the extent that 
existing and expected domestic food production is not equitab~ distributed. 
The present food crisis is a critical national problem for India and the 
burden of overcoming it must be shared by all. This means the following: 

(1) Centre government must have an accurate appraisal 
of food production and availabilities on an area 
basis. This will require in some cases information 
at the district level. 

(a) What is the latest estimate of crop production 
_ .. for 1965-662 
{b) What is the .estimate of food grain stocks held 
.. by Centre government, state governments, and the 

private trade that have been carried over from 
last year's crop? 

(c) How much of these stocks will be available for 
redistribution by government or through the 
market? 
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(2) Centre government must keep an up-to-date account 
of food availability and food needs for all of India. 
Steps should be taken to program available food 
throughout the year showing both amounts and .:patterns 
of planned distribution. 

(3) Centre government must have the authority to acquire 
food supplies in areas of relative abundance and dis­
tribute these supplies to areas with the most critical. 
needs. If it has not already been done, this authority 
with respect to the individual States and private 
suppliers should be set ~ut in detail. 

(a) Do the Defense of India Rules provide 
sufficient authority for Centre govern­
ment to overcome the zonal. restrictions 
to grain movements? If not, what addi­
tional. authority is required? 

(b) Does sufficient authority exist to pro­
vide remunerative incentives to the 
private grain trad~ to gain their full 
cooperation? 

(c) Does Centre .government have the authority 
to make monopoly state procurement a sub­
sidiary of Centre operations? 

(4) Centre government must have the machinery to effect the 
desired redistribution of domestic food supplies. This 
machinery includes not only authority, but command over 
the necessary procurement and distribution facilities. 
Full utilization must be made of every resource avail­
able which includes that of Centre government, the Food 
Cor:poration of India, state governments, and the private 
grain trade. The state governments have considerable 
resources for purchasing and handling food grains. 
Also, the private grain trade has much to contribute 
to both purchase and distribution operations. An early 
assessment of the grain procuring and handling capacity 
of these resources is in order. Appropriate authority 
and incentives will have to be provided to marshall the 
fullest cooperation of all those involved. Steps should 
be taken early to assure that the needed cooperation 
will be forthcoming. 
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(a) Can the GOI achieve control over State grain 
procurement and handling facilities? 

(b) Is the GOI prepared to enlist the resources 
of the private grain trade through incentives 
rather than by com;pul.sorymeasures? If the 
zonal restrictions cannot be removed, 1s the 
GOI prepared to allow the pr:i vate trade to 
operate freely within each zone? 

Maximizing Food Arrivs.ls From External Sources 

,,- The GOI must be in a position to handle any and all commitments of food 
assistance from external sources. The import needs for the coming year 
will greatly exceed the highest levels previously attained. 

There must be a total commitment by the GOI to provide the necessary 
quantity and quality of resources necessary to achieve maximum rate of 
food i1II,Ports possible .. To do this the following will be required. 

(l) That virtually all existing port capacity be avail­
able if required to handle future levels of grain 
imports. A detailed assessment for each port should 
be made of:· 

(a) Its current grain unloading capacity, 
(b) Current method of grain unloading, and 
(c) Current methods of moving grain out of 

_ the ports for internal distribution. 

(2) It is i1II,Portant that maximum levels of grain i1II,Ports 
be achieved over as long a time span as possible. 
Grain i1II,Port levels should be pushed to capacity 
levels in the near term. 

(a) What steps have been ta.ken to speed 
_ up imports? 

(b) Have requests been made to divert to 
.. Indian ports grain enroute to other 

markets? 
(c) What is .the assessment of grain availabil.ities 
.. _.on a global basis? 

https://Arrivs.ls
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(3) Every effort possible must be made to increase the 
efficiency of port facilities. Maximum use should 
be ma.de of automatic loading equipment and steps 
taken to improve labor productivi.ty in the ports. 
A detailed assessment for each port should be made of: 

(a) Current equipment avail.able for expanding 
. _ operations . 
(b) Additional equipment· that will be required 

and effectively utilized. 
' (c) Changes in port logistics and labor practices 

that would improve port capacities. 
(d) Use of costlier, but more productive means of 

grain handling. A:re foreign exchange alloca­
tions available to achieve needed improvements 
in port capacity? 

(4) Every effort must be made to find new ways by which grain 
impor:ts can enter the country. Extensive use should be 
made of lighters and small coastal vessels to move grain 
through the many smaller ports of India. The following 
information is required quickly: 

(a) Which .,:ports are suitable to handle small 
vessels and which have facilities 
available for internal grain distribution? 

(b) What is the grain handling capacity of 
these ports? 

(c) What measures can be implemented to expand 
. _ this capaci ty'Z 
(d) What is the current availability.of smaller 

vessels for use in these ports? 
(e) What quantity of vessels in excess of those 
. _ available can be effectively accommodated? 

(5) Attention should be given to other means for importing grain 
into the country which should include possibilities of rail 
and air movement. An assessment is needed of the following: 

(a) 

(b) 

How much grain can be moved into India 
by rail and air in addition to that 
being moved by traditional means? 
To what extent can these capacities be 
increased? What are the logistical 
problems involved and what resources 
will be required to overcome these 
problems? 

https://availability.of
https://productivi.ty
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(6) Provision should be made to monitor on a day-to-day 
basis grain unloading performance ~n Indian ports 
and advance preparation should be made to immediately 
bolster any sagging of performance wherever it occurs. 
Contingency plans should be prepared and some personnel 
and equipment should be kept in reserve to combat short­
falls in performance. 

Internal Distribution of Food 

The total of all the efforts to overcome the near term food crisis in 
India are designed to achieving a satisfactory distribution of food sup­
plies within the country. To this end, special emphasis will have to be 
placed on the procedures and mechanisms for distributing imported foods 
and domestic production. 

To achieve the most effective distribution possible, the following will 
have to be considered:. 

(1) The extent to which rationing can be effectively 
imposed and the reduction in food needs achieved 
by this program. 

(2) The maximum amount of food grain price increase 
that can be tolerated. 

(3) The extent to which per capita food grain consump­
tion levels can be tolerably reduced through all 
belt-tightening measures. 

(4) Current information on the geographic distribution 
of internal food availabilities and imports will be 
required. If not now availal)le, such intelligence 
will have to be provided. 

(5) Food import needs by area should be specified in 
terms of both quantity and the types of food that 
can satisfactorily be used. It is important from ~--
a ·logistical standpoint to have a maximum degree 
of flexibility in the types of food that can be 
provided. For example, efforts should be made to 
provide sorghum grains to those areas that tradi­
tionally produce and consume this tYJ?e of grain. 
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(6) Good information will be needed on the availability 
of domestic production for procurement and redistri­
bution. 

(7) Every effort must be made to mobilize all possible 
authority and machinery for distributing food 
supplies throughout the country. The machinery 
should include that of the Centre government, the 
Food Corporation, the State governments, and the 
private trade. The maximum grain handling capacity 
of these resources will have to be estimated and 
ways to enlist their sup_port devised. Plans should 
be drawn up to supplement these resources if necessary. 
Thought should be given to using military facilities 
and know-how for achieving this end just as, for 
example, the United states uses the National Guard 
in times of emergency and disaster. 

(8) Particular attention will have to be paid to short­
term grain price movements on a regional and area 
basis. Good information on price will provide a 
very useful indicator of the relative degree of 
scarcity or abundc...:~e of food in different parts 
of the country. Steps should be taken to insure 
that this price inform.3.tion is collected, assembled, 
and used in a timely manner. 

(9) The capacity of both handling and movement of foods 
by rail, truck, and other means should be assessed 
quickly and accurately. Rail priorities should be 
reordered. An assessment should be made of the 
availability of trucking capacity and the best use 
that can be made of trucks .. 

(10) Finally, tight control of the internal retail distri-
. bution system will have to be maintained. steps should 

be initiated quic~ to ascertain the adequacy of 
current distribution facilities, what can be done to 
reduce the rate of uleakage 11 through these facilities, 
and what new facilities will have to be brought into 
being to effect the desired levels and patterns of 
distribution. 

Martin E. Abel 
J.2/J.7/65 
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.'DISCUSSION GUIDE: LONG RANGE PROGRAM FOR INDIAN AGRICULTURAL PB.OOOCTIONc,q ~ 
/ 

The following focal points for discussion are generally listed in order of 
priority: 

I 

I. Fertilizer 

- Concentr~ted effort on fertilizer as key input 
- Consumption targets 
- Role of domestic production, inputs and marketing 

effort in realizing targets 
- Role of privately controlled plants and marketing 

systems in realizing targets 
- Need for balanced fertilizer program 
- Need for more research 

II. Private Foreign Investment in Agricultural Related Industries 

Present crisis in investor's attitude toward India 
- Need to create new climate 

- policy on majority ownership 
- simplification and speeding of approvals 
- assurance regarding stability of arrangements 
- assurance regarding needed monetary physical 

resources 
- prices and marketing controls 

- Specific targets in fertilizer investment 

III. Seed 

r 

- Targets 
- Production and price 
- Government farms and potential 

investment 
- Need for more research 
- Increased imports 

private .foreign 

IV. Credit 

- Expansion of volume 
- Diversification of sources 
- Credit for non-owner farm operators 

Need for tailoring credit for different 
(short to medium term). 

investments 

V. Agricultural Priority in Industrial Investment 

- Consideration should be given to the adequacy of investment 
allocations for production of agricultural. requisites 
including cement, steel shapes, plastics, pumps, pipe, 
pesticides, fungicides and agricultural equipment 
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VI. A National Food Policy 

- Incentive pricing for producers 
Effectiv£ness of the Food Corporation 

- Zonal and State barriers 
- Buffer stocks and maximum prices 

VII. Water Manasement 

Irrigation for sustained high yields 
- Inadequacy of research 

VIII. Farm-to-Market Roads 

- Consideration of reallocation of resources to provide 
more all-weather access roads 

-· 



ACTION REQUIRED TO ACCELERATE THE GROWTH OF AGRICULTURAL OUTPUT IN INDIA 

Another paper has outlined the magnitude and the shape of India's 

immediate emergency food problem. There is no doubt that unusually ad­

verse rainfall conditions in the current year have created an emergency 

situation which threatens to become catastrophic. There is also no 

doubt, however, that the rate of gro,,rth of agricultural output in India . 

has lagged seriously behind the requirements of sustained economic pro­

gress in India. At the same time, a potential in terms of the physical 

resources and the technology whi~~- could b,2 developed and adopted would 

permit a substantially accelerated growth of output. Food shortages in 

In?-ia are not due to a lack of potential but to the inability to realize 

the existing potential as rapidly as current and prospective population 

growth ratesrequire. 

It is important to note also that although inevitably and properly 

attention is today focused on the existing and prospective deficiencies 

in food production, agriculture's present and future role in the Indian 

economy is by no means limited to the production of food. Agriculture 

is now and could in the future be a supplier of materials to a signi­

ficant part of India's manufacturing industry and is and could increas­

ingly be the producer of a major part of India's exports. 

Although the significance and the appropriate t: . .-catment of agri­

culture has been the subject of divergent views in India in recent 

years, there is evidently little disagreement today that agriculture 

deserves and requires first priority in India's development effort. 
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"First priority'' has been assigned to agriculture in the past but this 

ascription has not been accompanied by careful definition of what such 

priority really means within the context of the total development pro­

gram or what it implied with respect to action. This statement sum­

marizes briefly some of the actions required. 

The record of the period 1950/51 through 1963/64 indicates that the 

compound rate of growth of output of the 28 crops occupying the•major 

part of India's cultivated land was 3.1 percent per year; for the food­

grains it was 3.0 percent. The data also suggest that the rate of growth 

has been declining and in the more recent ~vo-thirds of the period has 
percent· 

7been only 2½/per year. 'l"ite d:e.ta i c?±e"' extension of:'u.Jr·,h.i-r • :r;;d tba;c _ 

the physical. area under cultivation has been the major single factor 

contributing to a growth of output and that the apparent decline in the 

rate of growth is associated with the decline in the rate of extension 

of this area. It seems clear that increases in input in the future 

must come principally from increase in yield per unit of land area. 

Although the increasing use of labor has in the past produced some 
be 

modest increases in land productivity, this clearly cannot/. counted 

on to provide the 4 or 5 percent growth of' agricultural output required 

to feed India's people and make the necessary contribution to India's 

industrial and export requirements. 

There 1s little disagreement that the major requirements for ac­

celeration and growth of agricultural output are: 

1. strong price incentives to producers to stimulate the use of 

purchased ibputs 
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2. ample supplies of the required physical inputs including water, 

fertilizer, plant protection materials, improved seed varieties, 

tools and implements and some tractor power equipment; 

3. adequate farm credit; 

4. improved and enlarged research; 

5. improved and enlarged extension work. 

Other slightly less critical but ~evertheless important requirements in­

clude improved rural transport facilities, which will provide all-weather 

connection of villages with rail and road networks. To be effective 

this increased availability of inputs must be accompanied by a con­

siderably improved Center and State Government administration of agri­

cultural affairs. 

F..a.ch of the elements listed above imply a whole set of actions and 

pose a whole set of problems. The most important of these are listed 

below: 

~ Price Incentives 

. Despite the inhibiting influences of tradition, caste and non­

economic motivat~ons, the evidence is strong that most Indian farm pro­

ducers respond :positively to price incentives. It is clear that favor­

able relations between input and product prices have strong positive 

effects on the use of the inputs required for achievement of higher pro­

ductivity and higher output. For a period of some years up to March 

1963 the terms of trade between agriculture and the rest of the economy 
two 

were increasingly adverse to agriculture. Over the past/years or so, 



however, agricultural product prices have risen much more rapidly than 

other prices in the economy. Product price~ are probably now at a level 

in relation to prices of both agricultural inputs and of consumer items 

purchased by farmers to stimulate a much greater use of purchased inputs 

as well as family labor. It is critically important that agricultural 

product prices remain favorable relative to the cost of purchased in-

puts. So far as general economic policy is concerned, this requires 

part of the Government a directed effort to prevent non-agricultural 

prices from catching up with agricultural commodity prices and can­

celling out the change which has occurred in the past several years. 

More particularly, it requires the operation by the Government of a 

price support and buffer stock program. 

Miniln.Ulll prices at which the Government will purchase at any time, 

must be set in advance of each growth season. These obviously must be set 

at level which will induce farmers to invest on:increasingly large scale 

in the p.ecessary inputs. The support prices must be made effective byr 

the establishment of an apparatus sufficiently large and widespread 

that it could in fact implement th•~ Government pledge, that it stands 

ready at all times to purchase from prou.ucers or others any quantities 

offered at the supp:irtprices. This apparatus must have personnel, 

funds, storage facilities. 

Correspondingly, in order to prevent undue upward price movements, 

buffer stocks must be accumulated. Tne evidence suggests that only the 

existence of buffer stocks of ade~uate size and an administrative ap­

paratus equipped to utilize these stocks for the purpose ~ould 
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effectively prevent or moderate unduly high temporary upward price move­

ments. It also suggests that the effort to prevent such price movements 

by administrative regulation would be ineffectual and would represent 

a waste of personnel and energies. Obviously, the operation of a.bu£fer 

stock program requires the control of storage facilities which are ade­

quate in quantity and properly located. For the determination. of sup­

port prices and for the operation of both the procurement and the buffer 

stock programs, a considerably expanded and improved statistical and 

market intelligence service is essential. Reliable data on crop move­

ment, on marketing and on both prices paid to producers and prices paid 

by consumers, is seriously lacking at this time. 

'f/•Physical Inputs 

Fertilizer 

Provision of adequate supplies of :f'e:!:'tilizer requires in the first 

instance a rapid acceleration of the es-ca.bl5.shment of fertilizer pro­

duction facilities in India and the allocation of adequate a.mounts of '" 

foreign exchange for the import of finished fertilizers, so long as 

domestic production facilities cannot produce the full amounts required. 

The increase in fertilizer production during the Third Plan period was 

little more than a third of the planned increase;in the year just ended 

existing plants operated at only 63 percent of capacity. A country 

facing a chronially growing food deficit cannot for long afford short 

falls ix and inefficiences of this scale. 
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The decision just taken by the Government of India to make positive,. 

efforts to attract foreign investment in the establishment of fertilizer 

product facilities is a step in the right direction. The decision that 

fertilizer projects set up by, or with the collaboration of foreign in-

vestors, would be permitted freedom of distribution and pricing of their 

products for seven years from the beginning of commercial production, 

n investment in this area. 

Other steps are probably required; however, for this same purpose. 

These would include abnndonment of the insistence that in those cases 

where the Government of India is the Indian partner, the foreign investor 

may not have the majority of the equity or other effective control of 

the enterprise and its operation and also abandonment of the pressure 

toward this same end in those cases where private Indian investors col­

laborate with foreign interests. Also required is some means of assurance 

that the fertilizer producing enterprises, whether governmental, mixed 

or private, will have without delay licenses or other authority to im-

port spare and replacement parts and production materials required for 

the operation of their facilities at f\lll capacity. Investors must 

also be assured that State and local truces will not be arbitrarily 

imposed on their production and distribution operations and that State 

and local restrictions and controls on sales promotion and distribution 

activities will not be imposed. 

In view of the possibility that in the future, if not now, in­

vestment in the establishment of fertilizer production facilities may 

be inhibited by uncertainty with respect to market demand, consideration 
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may need to be given in the future to either or both (a) assurance of ·1 
export licenses or other authority to export at the discretion of the 

enterprises, (b) subsidy (to the farmer) which will permit marketing 

of the total output of the plants. 

Attention has been focused on the establishment of additional 

nitrogen fertilizer production facilities. In fact, however, con­

sumption of P2o5 has been increasing at a substantially more rapid rate. 

than that of nitrogen (approximately 20 percent per year in the case of 

nitrogen and more than 30 percent per year in the case of P2o .) Serious5 
attention must therefore be given to the question of the economics of 

domestic output of phosphate fertilizers vs, import and to the possible 

need for expansion of phosphate production facilities. Similarly, ade­

quate ~ocations of foreign exchange must be made for import, either 

of finished phosphate fertilizer orcf the raw materials for their pro­

duction. 

T'ne recent recognition of the fact that neither the fertilizer 

pool or the co-operatives were doing an adequate job of promotion by 

demonstration or other·means or of physical distribution of fertilizers, 

is welcome. This should be followed by measures to ensure that fertilizer 

producing enterprises whether government, mixed or private undertake 

promotional programs and establish adequate distribution facilities and 

networks. 

The recent developmental." a plan for a special intensive program in 

selected areas represents a desirable step. It reflects recognition 
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that there is interaction among inputs, notably water and fertilizer. 

It is important, however, that concentration on the intensive areas not 

restrict the provision of adequate supplies of fertilizer to other areas. 

Water 

Although the GOI has invested considerable amounts in the develop­

ment of irrigation facilities the yardsticks it has applied in estim­

ating the potential contribution of irrigation to increased output 

seemed to represent a considerable underestimate. Furthermore, the 

State and Center Irrigation Departments have failed to gear their plan­

ning, project designs and annual operations of facilities to a demand 

for water that reflects its role as an input to agriculture. This is 

not attributable simply to the reluctance of irrigation engineers to 

cooperate with agricultural personnel. 

A first step in relating water as an input to crop production is 

the determination of the consumptive need of different crops. Little 

work on this relationship has been done in India. Little has been done 

to relate what is known about crop moisture requirements to the moisture 

holding capacities of different soils to t:ranspiration and evaporation 

rates and to the probability of rainfall in particular areas. The re­

sult is that there are no adequate estimates of the need for supple­

mentary water at various times during the crop production cycle_1~·con­

sequently, there is no satisfactory basis for designing an irrigation 

system capable of matching water availability to the probably water 

requirements of the crops to be produced. 
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Traditionally, Indian irrigation designers have been concerned 

with the use of water as a supplementary input to assure drought relief 

in case of rainfall failure. Most systems consequently have been designed 

to spread total available water over as wide an area as possible con­

sistent with providing sufficient water per acre to assure a minimal 

yield of crop. This policy is inconsistent with an agricultural policy 

which seeks to maximize production per acre by intensive application of 

other inputs such as fertilizer, new implements, plant protection 

materials, labor, etc. 

The economics of this matter a.re r-ot simple however, they suggest 

that proper design would recognize the desirability of optimizing out-
~~ .... 

put per unit of water, and would provide water in larger quantities than 

is now normally provided for the command area. Another factor which 

argues in this same direction is the factor of water losses as the com­

mand area of an irrigation system is expanded. At present only crude 

rule of thumb data are available in most parts of India to assess water 

losses in relation to the size of command areas. 

There is considerable evidence that when Indian cultivators have 

control over their own water supplies, they double and triple crop far 

more frequently than in other systems. There is evidence further that 

they tend to shift in these cases to higher value crops. Possibly the 

greatest requirement at this time in India with respect to water for 

agricultural use, is a program of research and investigation designed 

to provide solid information on all the aspects of water availability 

and use including its control and distribution. The need for facts 
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is imperative, these can come only from research focused of rational 

water policies. 

Plant Protection Materials 

Concentrated research effort must be devoted to the development of 

plant protection materials specifically suitedio the specific conditions 

and requirements of Indian crop production. Attention must also be 

given to the provision of well selected materials and to the dissemination 

not only of the materials but also of the information required for 

their proper use. There is evidence that today materials are in use 

in~India which are substantially inferior to many which are available 

for the same purposes. 

Improved Seed Varieties 

The steps recently ta.ken by the Government of India to import im­

proved rice and wheat varieties for multiplication in India and for 

adaptation to Indian conditions are welcome. However, excessive reliance 

should not be placed on the use of these seed varieties to generate 

early substantial increases· in agricultural output. These improved 

varieties, particularly the rice varieties are subject to numerous 

plant diseases all of which are w:i.dely prevalent in India. It remains 

to be seen in actual experience to what extent they will be attacked by 

disease and insect pests. The means of control of these diseases and 

pests, especially if it requires adaptation of the imported seed to 

produce disease resistant strains may be time consuming. 

Examination of the quantities required indicates that the areas 

thus far contemplated as areas for the multiplication of improved 
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varieties of seed are totally inadequate. Experience indicates also 

that both the government and the private firms who have been charged 

with responsibility for producing j.mproved seed have not performed 

adequately. Seed sold from these farms was rarely cleaned or tested 

for germination, and there was no regulation of seed quality·and no 

establishment or enforcement of minimum standards . Efforts in this 

direction are now going forward. 'fhe Government of India could further 

these efforts substantially by removing the obstacles which are now 

preventing experienced seed producing firms from western countries from 

establishing operations in India. The Dekalb Seed Company, one of the 

few western seed companies now opera.ting in India is apparently pre­

paring to pull out because of unfavorable operating conditions. 

Farm Credit 

It is widely agreed that the cooperative system in India is not 

per~onning satisfactorily. With the need to sharply expand the use of 

purchased inputs, the credit shortage will become more acute and even 

more of an impediment to progress. Steps should be taken immediately 

to establish institutions and mechanisms which will reach into all 

parts of the country and will parallel and supplement the existing 

cooperative facilities. Consideration should be given immediately to 

the magnitude of the credit requirements. It may well be that these 

have been consistently underestimated. It is particularly important 

that means be established whereby non-0"..mer farm operators have access 

at least to production credit and preferably to other forms of credit .. 
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Research and Extension 

References have already been made to the deficiences of research. 

Examination of the research efforts and research product of the exist­

ing agricultural research facilities indicates that the record is not 

impressive. The results show little upward trend in yields of wheat 

and rice obtained at Indian research stations, and also show that these 

yields do not compare particularly favorably with the yields presently 

obtained by many farmers in areas immediately surrounding the research 

stations. Expenditures on agricultural research are, by contrast with 

other expenditures and with research expenditures in other areas, smaJJ.. 

Expenditure, however, is obviously not a guarantee of successful research 

effort. Action required in this field relates to the status and com­

pensation of agricultural scientists, to training facilities for agri­

cultural scientists and to a variety of other factors. 

Extension services as provided under the connnunity development pro­

gram have not come close to meeting requirements. Probably especially 

in the short term there are great returns to be gained from a strengthen­

ing of staff in both numbers and cali.ber at district and block levels. 

Transportation Facilities 

A concentration of road building expenditures on providing all 

weather access of villages to existin~ netowrks of rail and highway 

facilities is required. A reallocation of the funds now provided for 

highway construction is necessary for this purpose. Although~the 

organization of such a program is unquestionably complex and difficult, 
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there is here the opportunity for productive employment at least seasonally 

of excess labor avnilable in rural India. 

Tenure JJnprovement 

A major requirement in this area and one which should be susceptible 

to accomplishment is the establishment of greater security of tenure 

for both land owners and tenants. The existence of far reachin- -~1tslation 

not enforced threatens the security of both tenants and landlorus. 

Resolution of this problem is essential. A conceivable practical step 

is the establishment of fair rent ceilings enforced via the payment of 

rents to landlords indirectly throush governmental institutions. 

Other Progro.:m Elements 

In addition to those mentioned above, there are a range of actions 

outside the area of agricultural administration to which attention 

must be given, if agricultural grovrth is to be accelerated. These 

administratively fall in the industry area. Industry must be geared to 

produce the inputs required directly or indirectly by agriculture. 

These include cement, pumps, motors, canal lining materials, steel re­

inforcing bars, structural steels, etc., all required for the expansion 

and improvement of both surface and underground water development. 

The provision of adequate supplies of credit to individual farmers 

and the undertaking of construction programs by Government agencies will 

create the demand for these products, but it may also be necessary to. 
take deliberate steps to finance the establishment of expanded facilities 

for production of the items required. Furthermore, where there are still 

controls over the allocation nnd distribution of materials, suci/s~eel 
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and cement, steps must be tnken to ensure that these materials a.re 

allocated in sufficient quantities for use directly in agriculture 

nnd irrigation proGroms and indirectly for use by manufacturers of 

equipment and material:::; required for agriculture and irrieation. 

Provisions should be mnde for a dccision-xp.aking process at the very 

highest level of government to decide on the totnl allocation of re­

sources for agricultural development and the distribution of this al­

location among the developmental elements. 

The Administrati vc Ma.chinery Needed to Jr., -

The policies o.nd programs applicable to developmentU[,.1.•.;.cu..1..;ural 

are formulated and implemented on a governmentwide basis. The responsi­

bility for many of these rests with the Ministry of Food and Agriculture. 

However, ther~ are others which are the responsibility of other ministries 

in the Centre government and in the individual State governments. 

Special attention will have to be paid to coordinating and streamlining 

these policies and programs in order to achieve the maximum rate of in­

crease in agricultural output from the resources available. 

Steps should be taken to or8a.nize the policymaking and administrative 

machinery to correspond closely with the individual elements of agri­

cultural development so that the responsibility for each function can 

readily be pinpointed. And, there also should be close coordination 

among the policies and programs for the important development elements. 

For example, we can treat the whole complex of fertilizer production, 

importation, and distribution as one element .in this agricultural 
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development process. '.!.'here should be ut some point a. centralized 

decisionma:cing unit responsible f'or the many dimcnnions of fertilizer. 

Similar organizations will be necessary for the other physical 

agricultural inputs, for credit, for agricultural price incentives, 

etc. Steps have already been taken in this direction. But these are 

not enouGh, The Food Corporn.tion of India for instn.nce, has yet to 

cme.1:'"··eas a. viable and workable orgo.nization for implementing an in­

centive price progrrun. The proposed centralization of authority for the 

entire fertilizer complex is as yet untested. 

The policyrna.king and administra.tive machinery should be structured 

so that there is direct communication between Centre and State govern­

ments. Counterparts to Centre government personnel should be located 

within each State Government and even at the district level. Policy­

making and program implementation processes should be standarized at 

all levels of government so that plans can be translated into.:effective 

pro~ram action and the results fed back to the planning process. 

The final step in increasing agricultural output comes when cultivators 

increase the use of agricultural inputs made available to them. Special 

care will have to be taken to insure that cultivators have the incentives 

and the means to adopt improved agricultural production practices. Further, 

the effect of these new practices on actual increases in agricultural 

output must be constantly measured and assessed. 

An administrative system which provides accurate and timely data 

on changes in agricultural production practices and output must exist. 

This system also must contain a statistical intelligence unit that 
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provides mcanin~ful infonno.tion on t:1e pcrformo.nce of Indian culti-

vato:rc. 

It is r.ot cnouc:h to men.sure w:10.t pro..,resc is being mn.de. It is alco 

importo.nt to detect impediment.; to o.n even hi&1er ra.te of proe7ess. 

Thus, if u3riculturul inputs o.re not beinc; mn.de avo.ilo.ble for cultivo.tors 

in the riGnt quantity or in o.ppropria.te combinations, this fa.ct should 

be quickly broucht to the attention o, . .' people responsible for the agri­

cultural dcvelop~cnt effort. For exa.~ple, this syctcm should be able 

to detect if an o.rea ho.s o.n o.dequate amount of improved cccc r -~ve 

tofertilizcr o.vo.ilability and be able to rccon~Jend corrective action so 

that r,,::;.ximumfood output ic obtained from the inputc used by cultivators. 

This t.old.:; true for crea.:i.t, irrieation and pc:::ticidcs as well. 

In addition to o.ssw:inG rr.axirr.um use of avnilo.ble agricultural in­

puts, attention must alco be po.id to the o.ctuo.l increases in food pro­

duction derived from thcce inputs. This information ic important Lo 

insure not only that inputs are made available in the proper quantities 

o.nd combi:-.o.tions, but that they o.re also distributed among crops and 

regions of the coi.liltry in wo.ys that yield the sreatest possible output. 

The GOI cenero.lly and the Minister of Food ancl Agriculture in particulo.r, 

must beGin immediately to develop the administrative machinery to 

effectively implement an accelerated aericultural development proeram. 

https://rr.axirr.um
https://o.ppropria.te
https://importo.nt
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1. India's critical food need• and logistical problems in receivingFE 
IO and distributing unprecedented requirements for imported grain in coming
p 

USIA yea~ reviewed with GOI Food and Agriculture Minister Subramaniamduring 
NSC 

latter's visit Washington December 20-22 at Secretary Freeman's invitation.INR 
CIA India's long-term self-help agricultural program, which aims at eliminating
NSA 
IGA need for grain imports by 1971, was also reviewed. 
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2. Subramanian estimated foodgrain import requirements CY 1966 STR 
E at 10-15 million tons, depending upon better appraisal size of fall crop
AGR 
COM and results of spring harvest. Said GOI had plan for ueing target of 
FFP 

10-12 million tons which Indiana believe their ports could handle under 

current conditions if food imports are given higher priority. (In addition, 

Indians stated could handle up to 1.6 million tons bulked and bagged 

fertilizer CY 1966). During talks here, it was agreed that Indians would 

undertake contingency planning on basis possible grain import requirement 

15 million tons. Subramaniam suggested and Freeman agreed that a U.S. 

team go to India in very near future to help usees food situation and 
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and make suggestions for improved port b,and1tngcapacity, internal transport and 

distribution. Team tentatively scheduled to leave early January. 

3. Subramanian expressed deep peraonal concern with Indian protein
aM 

malnutrition, particularly needs of children/ expectant and nursing mothers. 

In addition meeting current minimum requirement, he said be hoped India would 

emerge from crisis with continuing program re protein malnutrition. 

4. US made no camdtment beyond the 1.5 million tons foodgrains under 

. , PL 480 amendment signed December 10, which Indians have been encouraged schedule 

for shipment as fast u possible. In addition to grain, GOI has asked US to 

supply dry milk and vegetable oil. Bu also requested Title II PL 480 grant 

program to meet current emergency need. These requests currently under considera• 

tion. Although what US might do to help meet India's crisis needs was left 

open-ended, President, Secretary Rusk and Secretary Freeman expressed to 

Subramaniamtheir concern over India's emergency needs. Subramanian expressed .' 
gratitude for very substantial help US has been providing in past years and 

for our recognition India's current critical situation. On basis talks here, 

Subramaniam said he felt he could now proceed with confidence in mapping out 

how to meet this year's crisis. 

5. During Subramaniam'svisit here, President, Secretary Rusk, and 

Secretary Freeman emphasized to him importance US attaches to special internati0nal 

effort to help India meet its grave food problem. We believe India must make 

major effort solicit food, fertilizer, shipping, cash. or help in any other way 

that might mitigate crisis. We consider such help important not only in itself 

»"IC 
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but significant in gaining Congressional ad public aupport for whatever special 

assistance US might decide to provide. 

6. We have been informed that GOI has made informal soundings for help to 

Australia, Canada, Denmark, Prance, Italy, Japan, Netherlands, New Zealand, 

Norway, SWeden, Yugoslavia, UK. (Department has recently had queries this 

aubject from &nbassiea of Australia, Cenada, Denmark, New Zealand, Norway and 

UX.) In addition, Secretary Rusk mentioned to Olancellor Erhard here on 

December 21 that India will need great deal of help on ita food problem from 

friends abroad. 

7. Department planning invite diplanatic representatives all counaies 

mentioned para. 6, including PBG.,for informal discuHion Indian requirements 

early next week. Intend review what Indiana hffe aalted them for and what we 

have been doing, sunearize talks here with Subramaniam,and emphaaize importance 

of true international effort. We will make clear we ua aupporting Indian 

initiative and that leadership in international effort re■t• with Indians. 

Diacuaaion will supplement informal talks already held at lower level. 

8. You should follow up Department's approach, drawing as appropriate 

upon above for background on Indian situation, US view, and urgent need for 

positive international effort help India in current crisis. Special instruction 

follows separately for London, Ottawa, Canberra. 

END 

GP•3 \ 

.. 
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members of your staff, M.1n1ster Subnmismam and others from tbe GOI. 

XEskildsen am party will plan to visit 

the maJor am saoe miXM>rports. For this purpose I hope that a OOIor 

lmlbassy plane CSl?l be made available. In general. terms, they are thinking 

of an itineraey beg1.Dn1Dg el>out January 12 fl"CllllDelhi to KlmdJa, Bombq, 

Mangalore, Coclwl, 1ln:n,1r¥lrum, M:adrM, V1sag, Paradeep am C&l.cutta. 

Eskildsen will plan to see same agricultur&l areas in QuJarat, Raipur and 

perhaps elsewhere as acbe:dule permits. 

I hope these proposals are agreeable to yw. We have discussed them 

in general With Verumt~ and Indian !abasay. Die tormer was optimistic 

that the GOI might be able to make an aircratt available. 

Will adViee it~ 'fllhen final 

I 
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( J5.AJJ~ Polloving summary f:t'OlllWhite llmlse eeson of Pnsid!'.mt 8 s WtrJ eoi>dial 

••i:ing December 20 with SubnMl!liam • 

. -1. President said Secy freeta!m bad dom f iM job fillf.lmg hf.an in on I.~ 
-:. =-

' . 1df.smssions and Subramania' a program and lndership. Subramaniam responded 

with appreciation for US support and expressed conviction agri~ulture now had 

first priority in fourth Plan. 

2. In response Shastri •s best wis-i brought by Subr&~ie.m 9 PY:lf!sidwt said 

be was looklng fonard Primin's ~oaing. 

3. Presid~nt exprcissed deep c:.c>DCffD over Indian food erisis and ~d to 

mobilue not only food but also shipping, ports" inland t"1:\Sport and distrf.= 

~ 
~ion; said problem ought to be at~acMd just as if we were 1n a waro Im"' 

' 
portant t:hat India organize major international effort on food erisls o Mon _,J 

\ third 
~hers could do" the more helpful we could be. AssistllDe~ from~ eoun~ras 

would help adghtlly in Congress. 

4. Kxplalnlag 1JS policy 9 Pftsidcint sai.d we wuc not baft:\lr@st®d in dise:t .. 

plioing anyone9 all we wanted was lndta 0s fdaidshipo &tiidtfl1r wr• ~ eoeky 
SUCCl!'S8~ • '\-9 . 

~botn: our econoadc/iiii&WHw&• had our own problb!S. Pftsld®nt was goi,Qg i:C'i 

try to achls-ve new ftSults in food and agdtulturs, healths. pop~~ion 9 and 

education abroad as well as at homl. We would ~rcis& pif.rsuasi«a ht YaD.tt!ld 
provide incentbes too. bfening to Subramantam0 s new progra:11> Pnlsideat 
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·l 5. ~.S~bramaniam thunked ?resice~t and raised S?ecial i~portance of separate pro-

gram to care for needs o.C India:s children, to which P-::-esidcnt responded warmly. 

6. President said that during recent visit Ayub had not criticised anything 

we doing for India. President had deliberately authorized $50 ~illion fertilizer 

loa'n be~<;>re Ayub ca::-:a so he wouldn't misunderstar.c ou·.:- policy. Ayub realized h.? 

coulcn:t write our Indian policies for us. President has asked Ayub if Pakis.:a;: 1 s 

. ports co .... ld be used if necess'""ry move in food for :ndia. Ayub r.ad replied would 

be managcabl if practicable. Subramaniam agreec soffiething along these lines 

would be excellent mea::1s pror:-.ote P.:.k-Indian rapprocher.:c:-.t. 

7. President mentioned three points important to US-Indian collaboration: 

(A) If could find soir.e way ge.: Kashmir considered ,:md out o.: way, would help us 

get on ·wich rn!h much more important things. ~D) Hoped :~1dia would get other 

countries to help ::-:ect food c-::-isis. (C) I.JS people had to have so::.e hope that India 

would be able take care of itself and even help others in due ~ime. 

8. In conclusion, Preside~.:: asked' Sec.:-ctc:.ry F::e~r:-.an to see w:1ac was nccd.:!d 

in crash program. Freeman should follow every sack of wheat from US silo to Indian 

stor ...ch; ,1c must .. ry ;;:.void any holdup because of inadequate por::s or c!~_.::r.1.vution. 

Also, we should k.':f:!!l help get otllers in the nct and to contr.ibute. 
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L'- lllW DELHl-1 IHOIA 

- December 28, 

MEMORANDUM FOR MR. ROBERT KOMER 
THE WHITE HOUSE 

SUBJECT: Our Cha~ce of a Rousing Success in India 

Progress During the Past Month 

1. The Administration has a right to feel proud of the progress 
of its India policy since I last wrote you a month ago about the 
problem.; of aid" resumption. The U.S. has helped engineer what 
could be a breakthrough for Indian agricultural expansion: 

a. The new near-term and longer-term agricultural program 
that Subramaniam, with Shastri 1 s support, pressed 
'through the Cabinet and announced in Parliament the week 
of December 5 has more solid content and promise than 
any.comparabl,e program since Independence. It is more 
radical in its emphasis on 

fertilizer imports 

enlistment of foreign private invest:Inent in 
fertilizer, pesticide, and seed production, and 

• resort to the free market, especially for fertilizer 
di,stribution, 

than anyone could safely h~ve foreca~t even two months 
ago. r-

b. Certainly the timing and probably the content of the new 
program owe much.to U.S. pressure -- both our recent( 
generalized pressure in behalf of agricultural self ..
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reliance 
gear in 

and the specific negotiations 
the Freeman-Subramaniam 

that 
Rome 

reached 
talks. 

high 

c. The outcome is all the healthier because our specific 
role in the exercise has been closely held; indeed, 
of the Indian Cabinet are not fully aware of it. 

most 

d. The timing as well as the substance of the President's 
December 9 announcement of the 1. 5 million tons of wheat 
and the $50 million fertilizer loan admirably met the 
internal Indian political need for a forthcoming U.S. 
gesture before the Johnson-Shastri talks -- especially 

11since the "gesture, instead of being cosmetic, was so 
plainly responsive to urgent practical needs. 

•• 

e. Our concern over the near-term food emergency has been 
emphatic, conspicuous; is appreciated, is helping intensify 
India's own preparations for the emergency. (We shall of 
necessity be so heavily engaged in this quarter in the next 
few months that we must take particular pains not to lose 
sight of the longer-term possibilities and issues that mainly 
concern us. ) 

f. The agriculture and food momentum 
in the month was reinforced during 
Washington talks. 

established 
Subramaniam 

earlier 
1 s 

g. In some ways the most auspicious development of all 
been the GOI reaction to our performance conditioning 
the $50 million fertilizer loan: 

has 
of 

, 

The assurances we asked were all sensible, all 
Ieconomic, all in the Indians own interest; and 

we emphasized (i) the directness of our (PL 480-
connected) concern over the adequacy of the Indian 

, .agricultural effort and (ii) the fact that this new 
style of AID lending is being adopted worldwide, 

. •.not just for the subcontinent. . . 

C0NFIDENTIA L 
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Nevertheless our list of conditions was a yard 
long and of a kind which would have made the 
Indians bridle a few months ago. 

Not only did the GOI give all the r eguested 
assurances, including its determination to 
recruit foreign private investment in about 1 

million tons (nitrogen equivalent) of new ferti-
lizer production capacity during the next six 
months; it gave the assurances briskly and cheer­
fully, agreeing readily to periodic reviews of 
progress. Moreover, this streamlined negotiation 
was conducted, not with Subramaniam's Food and 
Agriculture Ministry, but with T. T. Krishnamacbari's 
Finance Ministry. 

Obviously the negotiation was facilitated by the• 
fact that the Indians had just adopted most of our 
conditions on their own the week before. But the 
very fact that they had done this and .then imme­
diately observed the way good self-help pays off 
should speed the acceptance of similarly conditioned 
as'sistance in the future. 

Seizing the Opportunity for a Major Success 

2. The mood and momentum have now been established for a 
resumption of aid that, while in no sense easing up on our new style 
of tougher performance conditioning, can drive forward swiftly --
if the President's talks with Shastri go well -- to exploit the oppor­
tunity for major long-term gains which our tactics of recent weeks 
have opened up. This memo is about that opportunity. My fear, as 
I noted last month, is that in our concern not to be soft touches about 
aid resumption (which we certainly shouldn't be), we may forget that 
our suspension of assistance has not just been squeezing the Indians; 
it has been delaying our own chance of making a very big U.S. foreign 
policy score in India. 

I 
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3, This thesis is presumptious on one count: It assumes that, 
if Indo-Pak hostilities had not interrupted the process, the President 
before this would have emerged from the intensive review of the 
South Asia economic assistance programs he ordered and undertook 

11G0 11himself last spring with a strong rather than "slow down" 
decision. Personally, I've never had much doubt of this because 

a. closely examined, India's importance to us is so great 
and the opportunity for a U.S. -promoted Indian economic 
breakthrough is so ripe (see below); and 

b. the whole potential Indian show so clearly fits the President 1 s 
·personal style of operations, I judge this last largely from 
the close-in view of his style I got when I was with CEA: 

. . What 1 s called for in India is a combination of hard­
headed, economizing toughness and far-sighted, 
risk-taking expansiveness. This is exactly the 
formula the President has used in his domestic 
program. Two years ago he stunned us all with his 
FY 1965 budget -- and he 1s never relaxed his manage­
ment of the budget. But the purpose of the toughness 
and economy has been to muster support for the most 
expansive d<:>mestic human betterment program on 
record. 

The stakes in India are big and they require a bold• 
. attack. 

They demand concreteness in the pursuit of people• 
•• oriented objectives.that too often have le.ft other 

politicians looking like dreamers. 

India offers him a good shot at a first-rank, historic• 
foreign policy success at a time when such oppor­
tunities elsewhere in the world are scarce. 

The circumstances ca.ll for a new assistance program• 
• .. a new aid deal -- that can bear the President's 
own distinctive hallmark. And we know what that 
program should be. 
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The Dimensions of the Opportunity 

4. As you well know, the needed program is what, within the 
AID and IBRD families during the past year, we've been calling 
"the Big Push. 11 It is our notion of what should happen during India 1s 
Fourth Five Year Plan (1966/7-1970/1). The scheme has two aspects: 

a. It would push hard on the Indians by conditioning Fourth­
Plan Consortium assistance on major improvements in 
Indian policies, particularly with respect to 

agricultural production• 

' .. family planning 

de facto exchange rate adjustment 

economic liberalization, especially of imports• 

export expansion• 

promotion of foreign private investment 

mobilization of idle manpower 

b. It would cut back aid if the Indians failed to move on the 
above counts; but if they made convincing commitments 
to move, it would support their effort to speed up their 
economic expansion with a revamped aid program. 

/J The phrase "Big Push" turns out to be more descriptive of the 
// results that can be had from such an effort than of its aid costs. 

During the first two or three years of the Fourth Plan, while the new 
approach was being tested and proven we would propose that, without 
notably increasing Consortium pledges, 

(i) the whole Consortium reallocate its aid heavily toward 
nonproject loans for financing increased imports of raw 
materials, spares, and components in order to break 
production bottlenecks, run existing facilities up to full 

c~ 
' I 

I
I I I 

I: 
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capacity, and thereby provide the maintenance-import 
backing for liberalization and exchange rate adjustment, 
and 

(ii) the u. s.; in particular, channel more of its loan assis­
ance to agriculture and its supporting industries.

(,",v . 
Thereafter,._ if the Indian economy responded as we expect, it would 
justify some increase in loan assistance -- temporarily, for a few 
years -- as a means of getting the aid job done right and yet done 
sooner. 

You have the projected details of the Big Push approach,• 
which I believe is being built into the briefing papers for 
the Shastri visit. 

• As a result of continuing analysis, discussion, and 
refinement during the past year, the approach has won 
the support of just about every U.S. AID and Indian 
specialist. 

Although _the Consortium would need to take special care 
to assure itself that the economy was not being dangerously 
skewed toward defense activity (such skewing at present 
seems very l:ixnited), the approach requires no major 
modification in the light of the lndo-Pak hostilities. 

Accordingly, rather than detailing the Big Push strategy 
the balance of this memo concentrates on the dividends 
the strategy could yield. 

5. Indian economic performance during the past 15 years has 
been pretty fair -- a slow, steady climb -- but not good enough. The 
essence of the Big Push scheme is to engineer a kink, a break, in the 
trend -- to tilt the growth path more sharply upward in a hurry, and 
then keep it rising at the steeper rate. ls the economy really ripe for 
such acceleration? 

The answe,,r is an emphatic~• 
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a. You know the story now in agriculture. Every Indian 
Food Minister since the early'50s has had a program 
for accelerating India's pretty-fair 3% annual rate of 
foodgrains expansion to the needed 4-1/2-5%. But 
Subramaniam 1 s is the first program likely to do the job 
-- both because the program itself is more solid and 
incisive, with its proper emphasis on fertilizer, outreach 
to foreign private investors, and plan for hosing the in­
puts to improved varieties in sizeable intensive agriculture 
areas; and because the cumulative ilnpact of past efforts 
(e.g., upon the demand for fertilizer) has laid a good base 
for the push now starting. 

b. The industrial economy also is poised for rapid, sustain­
able speeding up -- for the simple reason that for several 
years now it has been running far below capacity for the 
lack of essential ilnported raw materials, spares, and 
components. Breaking these bottlenecks can yield an ilnme-­
diate substantial response. 

6. With str'enuous effort and a little good luck, what can be done 
is this: 

: • Average annual growth in food production can be 
. • : .··raised from 3% to 4-1 /2- 5%, making India self-

• • supporting in food within 10 years. 

• The average annual growth of total GNP (corrected 
for pr ice changes) can be raised from its recent 
scent 4% to 6% if - - V.:ith agriculture moving as 
indicated -- industry 

1 
can 
' 

be freed up and grub-
staked with additional maintenance 

I 
imports. 

I 
• This freeing up process (see our Big Push docu-

mentation) can be the best stilnulus one could 
devise for promoting indigenous substitutes for ' 
ilnports, pushing expbrts, and ·attracting foreign 
private investors. 

I 

i 
I I I I 

I I 
.. ., 
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Per capita annual growth of food production can 
rise from 1/2% to 2-2-1/2%, and the per capita 
advance in total output can more than double its 
grudging 1-1-1/2% annual rate of the past 15 years. 
Moreover, as the population growth rate is curbed 
and as India proves her capacity for exceeding an 
annual 6% growth rate in total output once the 
acceleration process has been well launched, these 
initial Big Push per capita gains can be substantially 
exceeded within a very few years. 

Not only would such a quick doubling or trebling• 
of average annual improvement in individual well 
being be an enormous improvement by Indian 
standards and robustly reinforce the country's 
commibnents to constitutional democratic proc­
esses of change; it would measure up to almost 
the best ever achieved for a sustained period any­
where. Such a performance would finally make 
the world's largest democracy the developmental 
showcase we have lor:g wanted it to be. 

7. It is only such an acceleration of Indian performance that can 
put us out of the aid-to-India business -- successfully. We can pull 
out any time, of course, but not without inviting a spreading disaster 
in Asia until India can keep growing fast enough to keep peace intern­
ally while paying her own way in the international market. Faster 
growth, which can accelerate savings, import-substitution, and exports, 
is the one feasible means by which the country can begin to narrow its 
trade deficit. 

While no exact forecast can be made, India should be rapidly 
approaching self-support 10 years from now if the Big Push strategy 
is adopted and pressed. At the present pace, on the other hand, there 
is no visible tendency for exports to start overtaking imports. The 
need for aid looks endless. 

8. The broad political and strategic payoffs that could accrue 
to us as the prime external accelerators of "Indian economic performance 
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have been treated in a number of Embassy messages and papers. 
At any rate, you know the subject better than I, and I shall not 
dilate on it here. However, two matters of practical political 
timing are worth noting: 

a. The proximity of the next (February 1967) Indian 
General Elections is bound to condition the GOI's ~ 

• response to our aid negotiations -- in some respects, l • ~J.;, .J 

adversely. For example, the proximity of the \\/l-J, •r,~t~' 
elections might forestall an earlier departure of TTK ~t"~(j 
from the Cabinet. On balance, however, the proximity ,_,i'4""I 
of the elections should heighten the GOI 1s desire to get •· 
aid commitments for the earlier phases of the Fourth 

. Five Year Plan tied up. This should increase the GOl 1s 
receptivity to the economic-performance conditioning of 
our assistance .,_ especially if the full extent of the 
conditioning is not publicized. 

b. A quick and strenuous launching of the Big Push strategy 
could yield impressive results before the U. s. general 
election of November 1968. 

Recommendations 

9. The post-talks pace of economic aid resumption. In October 
the talk around Washington was of a slowly staged and phased 
resumption of aid after the President 1s projected meeting with the 
Prime Minister. However, two things ha.ve changed -- one for sure, 
one apparently: I 

. Through no fault of either the Indians or ourselves, the• 
talks are occurring nearly two months later than hoped 

·for. With new loan and g!ant assistance (with the 
important exception of the $50. million fertilizer loan) 
remaining stopped, the economy will have been wrung 

I • 
out a great deal more than we had expected -- smce 
the wringing out process becomes cumulative as supply 
interruptions spr_ead from 9n~ in1ustry to another. 

I I : l 
! J ! 

1 

~L 1f 
I I 

,. •·• I 
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·• It had earlier appeared that the political conditioning 
·of our aid resumption might be fairly severe from the 
Indian viewpoint. This suggested the need for a con­
siderable lapse of time for observing politic•al 
performance before full resumption of economic assist­
ance could be decided. The situation is quite different, 
however, if the difficult conditions we propose putting 
to the Indians are primarily economic. 

If, therefore, the President decides to go for the Big Push 
approach and if his meeting with Mr. Shastri is generally reassuring, 
I would hope for a quick full-tilt start on Big Push bargaining. 
Because it will be so heavily and elaborately performance-conditioned, _ 
the bar gaining is bound to be strenuous and prolonged in any case. If 
this is the direction we are to go, I hope we can get started no later 
than February·. 

(For the purpose of this memo, I am by-passing the question 
of how much interim nonproject assistance may be appropriate for 
bridging to that point in time when a longer-term deal has been 
completed. ) • 

10. The post-talks pacing of aid-to-India decision making. In 
the foregoing I have been surmising, in effect, that one of these 

I 

days, maybe soon, the President may want to turn a pretty sharp 
corner in the India program. He is not, I am sure, going to want 
to soften our day-to-day decision ma}dng ils to new loans and projects. 
But he may want radically to speed it up, :and this may require some 
explicit effort.- Inevitably when an administrative team is kept for a! 
lo~ time under as tight a rein as he 1 s had on us since last spring, I 
the team gets awfully cautious. I see it myself and in my Washingtoh 
colleagues: We 1ve slipped out of a can-do into a go-slow pattern of 

I 

operations. If the President should now ~hortly want us to get jumping 
-- not loosening up on our individual st'an~ai'ds, but, exercising our . 

I 
! 

discretion t~_move good programs whet·evet re can-•. it may pay the I 
White House to give us all a nudge in this di~ection. 

I ,' I : . . 
')dv >~ 

•• I~•,; • .. " ' •. John P. Lewis 

CO~L 
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FE 1. lfeetings with Minister Subramaniam very usef'Ul. P'ood shortages, port and 
NEA 
p interna.l transport facilities, and long-range fertilizer production, import 
USIA 

and distribution reviewed.NSC 
INR 2 .. US made no camnitments beyond. the 1.5 million tons authorized December 10,
CIA 
NSA but for logistical planning purposes we are using CY 1966 minimum grain 
SCI 

deficit l0 million tons maximum 15 million tons. Ve have asked the Ind1ensAID 
PC to be ready with contingency plans for the mextmumo 
E 
COM 3 .. Indian delegation supplied canprehensive port baooJing report indicating 
HEW 

capacity to bandl.e 10 million torus wheat, 1/2. million tons rice, lo6 millionNAS 
TRSY tons bulked and bagged fertilizer CY 1966. Sane persons here f8Jlliliar with 
FFP 

Indian port operations question this capacity. However, India bas been 

authorized to procure end ship the lo5 million tons as soon as possibJ.e which 

shoul.d begin to test their handling capacity by early March. If GOI successful 

in obtaining contributions frail other nations end diverting nearby gra.in­

car.rying ships into Indian ports over next fw veeks port capacity should be 

Drift.cl b:1 • s;__~'j. • J. let. ht. Telegr.-phic lran1miuion and 
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tested sooner. 

4. Have strongly urged St..bromm'ian approach other major grain-producing nations, 

particularly Canada., Australia, France for a:::;sistance. Simi2.arly S11.;ceRted the UK, 

Gennar.y, Jepan and some smaJJ.e~· nations could contribute to Ind.fa's lon&-ra.ne;e 

i'crtilizer program and ascist w...tb equipment to ship, unload, store} uid ti:-a.l1sport 

r!.l.in.. Subramaniom iudJ.cetad India's lnitial. efforts this clirectio:1 dit>courec;iDt, 

1··•t prO!!lised continued effcrt. FYI results of contin•1ed effort will he slgnificant 

i:: gain:i.ng concress~one.l c;.d p.iblic support for any gr~!'tl:ir increased US assistance. 

5. During talks on Indi!".:::. food dtu.otion and Indion gruin handling cupccity, 

Sti!JraI:lll.lliam sugcested and I cgree:d th.at a US team co:n.e t > Inciia. as coon as possirle 

tc assess current food si·tuetivn and moke sugce:i::t·· o:os :f'or :i.mprovinc; port lwndJ.in~ 

ccpacity, internal. transport and distribution. 'I'e JD. tentatively schedulea. to le..--vc 

e~rly January. 

6. In meetings here St..1bramru:iamexpressed ci.~cp personal. cm.cern with Indla 's 

protein molnutr-ltion, p'""rt!.cula:dy the proteir. m.e-...s of expectant mothers ane pre­

school children. He :u.dicct ...u ttw.s of ?.:•,.,.est priority and mentioned scr.:.e cornriittee 

formctions and reL.cZ :;.;ro.ip or";om.za.tion a"'ticn he has aJ.rea.Qy taken. ~c expressed 

int~--:tion to corae o,,t of crisls w:l..th coutin .:r.t • o.r,d ongoinc pro;ram re prctoii: 

avJ.nutrition. At my r~quest rcpreoerta.tivct. , •~ U:7-Dk, AID, l'ood For Pec..ce, Peace 

Corps, and Nationnl Acac.~· of Sciences held ·•;int rr~etir.l[-; uith l,tiuister's private 

secr~tary, s. Venkitd.raIIIB.ian and s. Gu1.:n of tbe Ir:.-5.ian Etabassy. Indianu c..cscribecl 

current protein ms.ln:1trition and present and l•·•11t.,-term plar,s to meet dcf.:..cits. US 

representatives stressed improving evail~bility frco India's domestic sources now 

.. 
COIWIDEr~ 
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and offered B'l.lCGer,tiom, to improve lonc-te1n supply. Indiens were urged to give 

stror!C support to workin:; coni'ar~nce on low-co::;t protein concentrates for human 

conm.triipt19D··tentutively proposed to be held in India ec.rly spring under the US-Japc.:.n 

Coopcrntive Medicf'J. Science Pro~ram. Ind.ions took copious notes, expressed apprecia­

tion, stated the~- found S1.1G:;ast:i.ons most useful alld would be pr~ored to discuss 

spoci?ics with US 8.("encieE: concerned after reY:i.ew with GOI. C-encraJ. feeL.ng here 

·thc.t Ir:cl.icr..c a.re concernce, intentions are good, but their implementation plans e.re 

rrt1ll in iui tie.l sto.~cs. 

7. Re your recOI:mlc-.~tion lo-: 17, 5'Xl tons dry mi..l.!.t (EMBTEL 1378) the cotton and 

ITC5ete.ble oil mcntio:ued (DMDTEL1532), these connn.odities arc llllder consideration 

'-:.ere end t1ill odviroc you. Sv1~rar.ll'niam did spccificaJ.l;y req..i.est 150,000 tons of 

c. Re TOAID844, Title II requei:t was discussed wit:1 A. L. Dias during the meetincs 

,~n('. tllis is currentl~ ..irc!.er review here. 

9. Indians are prepert:e to book l.hippir4.5 a.r:e&d so tm. t ony agreement reached by 

Prl.nc Minister end Pre ...iC.cr.t con be inpleoented .l.rll!:lec1ietely. 

10.j Text of my Decc:nber ~ ~ le:ttcr to Subremaniom follows in separate ccble. 

END 

GT-4 

~ 
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L 
H 
EUR 1. Following summary of Secy Rusk's meeting December 22 with 

FE 
Subramaniam FYI only and NOFORNo Food Secy Dias and Amb'o Nehru alsoIO 

p presento It is uncleared and subject to amendment upon review of 
USIA 
NSC memcon. 
J.NR 2. Secy expressed particular interest in what assistance IndiaCIA 
NSA expected from third countries to help meet critical need, and in what 
DOD 

India doing to get such help. Emphasized importance of India'sIGA 
AID 

pressing for broad international assistance in food, fertilizer, 
E /
AGR /, shipping and cash, and urged Subramaniam not take "No" for answeroFii< 
?RSY Subramaniam said had just heard Canada would be coming through with 

,,, 
/ 

FFP 
some food within next few months. Hoped Australia would provide some 

grain from its reserveso Promised intensify India's effort on third-
but reiterated GOI must take leade 

country helpo Secretary said we would support these effortst Congress 

would have major interest in knowing both what India was doing to help 

itself and what other countries were contributingo 

NEA:SOA:SSober:mlb 12 23 
c1 .. ,ance1: 

65 

hf. ht. 

034 
Telegr,.phic transmiuion and 

clouilication approv•d by, NEA _ Raymond A. Hare 

s/s - Mr. Walsh REPRODUCTIONFROM THIS COPY IS 
PROHIBITED UNLESS "UNCLASSIFIED" 
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3. Secy asked whether US would be held responsible if there were 

starvation in Indiao Subramaniam replied "there may be resentment" if 

people are short of food and have impression that food is available "somewhere"o 

4o Secy expressed great respect for courage and energy with·which 

Subramaniam tackling India's longer-term agricultUl'al problems. Most 

encouraging that Indian Cabinet had now given such high priority to aarioultut'eo 
' 

Subramaniam thought target of eliminating need for grain imports by 1971 was 

technically feasible, but recognized that from organizationai standpoint it 

was no more than "possibleo" Implementation of prog,tam th~ 1'eyo Hoped 

concentration on best fan areas would set exampl.4 of higher )fields that 

would spread to other areaso 

s. Secy said we were look1.ng forward ~o Shastri visit. Hoped by then 
progress toward 

India would have made/peace at Tashkento Subramaniam said hn was •fl'aid 

conversations. with Pakistan would be long drawn outo Hard to foresee Kashmir 

as first problem to be discussed and solvedo Two eountries must start by 

talking about their overall p~blems. In context recent fighting, Subrame.niam 

d1dn't think India could even buy rice f~ Pakist;an, if any available 0 Added 

tha~ no Indian government could survive if it offered to gtve Kashmir awayQ 

Secy said he had concluded US doesn't have capital in eithe~ country to brl,ng 

about solution their common political problem, although each country seemed 

think we could control other country. Reaction of our own people to violence 
inevitably

between Indi,a and Pakistan/cuts us out of picture when they start £1.ght:l.ngo 

https://look1.ng
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Subramaniaa COlllllented that Indian govenment and people also recognized 

tragedy of any conflict. with China as well as with Pakistan. 

GJ.>-3. 

END 

RLSK 
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text f'ollovs: • ' 
.' 

Dear Mr. Minister: ." 
( •' 

We were pl.eased that you coul.d accept our invitation to come here on 
I 

such short notice to discuss the fo?d. situation in your country. Your visit 

. . 
and of the means by which our governments might coope.rite in meeting these 

y . 

i1difi'icul.ties. 

As you make your plans to speed the movement of grain into India, it· 
, . 

' ,would be most helpful if you coul.d provide on a veekl.y basis information on 

the arrival. of grain by ports as wel1 as supply and distribution information 

on grain under the control. of the Central. Goven:onent. We also need more 

detail.ed information on a monthly basis,· including the supply and distribution 

of grains held by the states. I understand that representatives of your 

~rnment and mine are in agreem~t as to the detailed format for this 

Drolledby, • • • Tel. hJ. Toleoraphic lnl•-iulo• and 

USDA:SEC:ETO son/ob J2/23/ 5 2 cluslf'ICOlio• __.,. by, 

Classi/icatio11 
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[reporting. We wouJ.d hope to be advised of any unusual situations vhich wouJ.d a:tfect7 

the movement of grain. • l 

We understand that you would welcome a team of US specialists to make a quick 
storage 

survey of the port and internal. transport system; along 1 with nooieiaga facilities ... 
We are prepared to send such a team within a few weeks. The le.ader of the team., acme­

one well acquainted with Indian 86rlcuJ.ture and food problems, might be stationed in 
. 

New Delhi working closely with you. I might designate a Special Representative who 

would be on a more pe~nt basis,. • He would keep mf posted on progress in _·__.:,:<J,f f ~-
• I. 

i • 

implementing your longer-term agricultur~ ~e~elopment plans. If he could have tr . '. 

access to you and be privy to your plans 1111 wouJ.d be very helpfuJ., 

After current crop prospects, the short-fall in 1966and the potential 1967 

short-fall have been reviewed once more, ve ~elieve that an appeal shouJ.d be made 

1 

' 
for external. assistance to t~e 11Commun.ity of Nations" .. • This a;ppeal. shouJ.d be 

1 
~.. 

quickly and dramatically'as feasible, It wouJ.d be w~ll if it preceded the 

between Prime Minister Shastri and President Johnson in early February. 

even take the form of an appeal by the representative of India e:td the 

It is also my understanding that you have begun to examine the 

' 
using large bulk carriers to discharge grain in.midstream into small.er 

. 
lighters for ultimate delivery to ports. In our discussion, there appeared 

certain problems in connection with the registry of the "liberty" type or 

vessels which might be used for this purpose as well as the availability of 
0 

vessels, I trust you will be examining this situat:to:an further with the 

of increasing the overall discharge capacity at ~?-1"ports. as rapidly as 
.: ·, .

L. 
\ 
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l We would like some help from you in overcoming certain problems we face in the 7 
United States.. Internal ra.11 transport and some ports are already in full use. I:f' 

shipping requirements are increased, we may need to use facilities not normal.l:y used ' •
! 

for shipments to your country. Your cooperation'"and that.of your purchasing mission. 

here in Washington in meeting these problems and :Limitations we. face will be 

appreciated. 

We are pleased with the progress that we have been able to make during our 

this week and we hope that we can ~ontinue our further close cooperation during 

- ' 1• 
months ahead. Pl.ease keep us ~ormed of any way· in which_ we can be of further assi~• ,-:•l 

# "' t 

tance. { ..' . 
You have done a splendid job here and left a strong favorable 

everyone. 

I have enjoyed coming to.know you•personaJ.ly and,look forward to 
/ I 

enjoyable pe~sonal and·working relationship~ , I 

Sincerel.y yours, 

ORVILIE 
Secretary of 

END 

GT-4 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON 
p,r:u 

December 23, 1965\ / 

MEMORANDUM y1/
To: The President 

The White House 

From: Orville L. Freeman /IJ//~ 
Secretary of Agricultur~t:/ 

Subject: Talks with the Indian Minister of Food and Agriculture 

We have completed extended and :friendly talks with Minister Subramaniam. 
He was accompanied in these talks by the Indian Ambassador and staff 
specialists on short and long range food problems in India. 

On our side Dave Bell, Paul Ignatius, and Dick Reuter took part along 
with staf':f specialists from State, AID, Defense and the World 
Bank. 

We had a detailed and penetrating exchange of views on India's plans 
and our potential for meeting the immediate food emergency and on the 
policies and programs which the government of India has recently set 
in motion to meet the long term food and population crisis . ... 
About 25 members of the House and Senate took part in a dinner dis­
cussion with the Minister M:mday night. They heard him speak and 
questioned him closely, particularly in regard to self help efforts 
in India. They also pressed for information on what countries other 
than the United states are prepared to do to provide food, fertilizer 
and other assistance to India in the crisis months ahead. I believe 
this discussion improved our prospects considerably for a constructive 
discussion of the Indian situation with Congress early in the session. 

Subramaniam also is meeting with American private fertilizer companies 
including private sessions with companies with whom they have been 
in negotiations. I am informed that the American fertilizer people 
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are encouraged but still skeptical. However, we believe they 
are prepared to make another effort. We are encouraging them to 
do so and at every opportunity emphasize to Subramaniam that 
American capital has been disillusioned and he must proceed care­
fully and agressively to earn their confidence if India is to get 
the fertilizer it needs so badly. 

The Immediate Problem 

Subramaniam1 s present crop estimate of 76 million tons of food 
grains in 1966 plus 3:-1million tons of imports would be 8 million 
tons short of last year"s 95 million 
included 7 mi:,llion tons of imports, 

tons of 
6 million 

food grains 
from the 

which 
United 

States. The Indian government believes that with stringent 
rationing and belt-tightening (cut ounces of grain from 12 per 
day to 8 or even 6 if necessary) they can get by with 11 million 
tons of imports if the crop does not deteriorate further. Ten 
to 12 tons appe~s to be a firm minimum-needs figure if widespread 
starvation is to be prevented. Subramaniam assures I.B that current 
scanty reserves of about 3 million ton held by the Center and 
State Governments are now being used to prevent starvation and 
that reports of current widespread famine are exaggerated. 

The 76 million ton production estimate may have to be revised down 
down next January when-the returns on the crop currently in harvest 
are known. We are doing forward planning to meet such a contingency. 

We pushed the Minister bard in regard to Indian port capacity, how 
it might be expanded, and his willingness to risk labor disputes 
if necessary, the availability cf internal transport, and the 
authority for the Center Government to bring the States into line 
in distribut~ng food grains. He gave us the strongest assurances 
of his willingness and ability to act on all of these points. 
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If the Indian government can carry through on these assurances, it 
is our best judgment now that one million tons can be imported and dis­
tributed each month beginning in February 1966 throu~ the normal port 
and distribution facilities. On this basis estimating 750,000 tons 
during monsoon months, the ten to twelve million-ton target canoe 
reached for calendar year 1966. This asswnes that the United States 
and other donor countries can immediately fill and "kee:9 the :9i:9elines 
full" at all times. To make sure that there is no lag in su:9ply and 
resulting failure to fully utilize the one-million ton port and distribu­
tion capacity, it wfll be necessary: 

l. to divert some shipments currently at sea en route to non-emergency 
destination (otherwise about 700,000 tons of the 11 million ton 1966 
capacity will be lost or will have to be made up later by emergency 
means) and. 

2. to be sure there is steady loading and despatch of vessels from the 
export end from now until the next harvest is in hand next fall. 

We were impressed by the Minister's attitude and determination to 
move imported food quickly into hungry bellies. However, I feel it 
necessary to make our own on-the-spot estimate of the supply situation 
and verification of the Indian capabilities early in 1966. The Minister 
has agreed to work closely with a team of experts 'Whidl:Itentatively plan 
to take or send to India about the second or third week in January. 

We also discussed a "contingency plan" to go into effect if the 
Indian crop now in harvest deteriorates further. We were told that 
an additional short-fall of five million tons is possible. That would 
mean a crop of 71, rather than 76 million tons. The details of adding 
port and internal distribution capacity if the situation should worsen 
are now being staffed out. We are confident that another five million 
tons can be handled by ~a.king extraordinary measures such as·lightering 
from large tankers vith small boats into smaller ports if required. 
We will know by February or March whether we must face this contingency. 
U.S. supply availabilities are adequate but such a 15 million ton volume 
would strain our own internal transport and port facilities. U.S. cor:lffier­
cial exports are running at a record level now. Some ports are already 
near maximum levels and box cars, as you are well aware, a.re short. 
Forward planning for this is also under way. 

· Pursuant to ·your instructions and the Minister's strong interest, 
special planning is under way to provide for nutrition supplements 
for children, nur,sing .and pregnant mothers. 
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'l'he lLonG-Term Problem 

Suoramaniam set out in further detai 1 t11e long-term :901icy 
and proc;ra.m commitments which the Indian C2binet a.creed to shortly 
after he and I talked in Rome. 'l".nc :prosr['.:n follow-through here ~-'., 
not as precise or detailed as the plans to meet the short-run 
logistic 1,roblera. Accordingly, we ore now establishing with the 
Indians machinery to check India's progress in fertilizer develo::_1-
ment, seed distribution, price incentives, etc., according to 
agreed-upon progi·ess check points. Working with AID and the Ina.ian 
government in ·Washington and in Delhi, such a series of ched<. points, 
jointly reviewed, maybe q_~rterly, will make it possible for us to 
know whether the Indians are just talldng or making tangible pro2;ress. 
Such a :procedure will make it possible for the U.S. to make its 
long-term aid and technical assistance contingent u:pon specific 
actions and mea.sured progress by the Indian Government. Subra.r:1aniam 
was receptiv.e-to,tnis proposal. 

I won't burden you with the details of India's long-term plan 
to become self-sufficient by 1971 at this time. It involves ear­
marking 32 million acre·s of the best q_ua.li ty, best watered la.no. :'..n 

. the hands of the best cultivators. F'ertilizer su:pplies, improved 
seeds, credit.and other factors will be concentrated on these lands 
with the objective 0f adding one ton per acre to the output by 1971. 

It is clear thatJauch thought has been given to the specifics 
of fertilizer, seeds, irrigation, chemicals, machinery and credit. 
The big job of carryi~g it out remains a.head. 
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General Comment 

Subramaniam and Ambassador Nehru were tremendously impressed with 
the warmth of your welcome and the deep concern you expressed that 
people, especially children, must eat and your strong statement 
that we must declare "nuclear war" on obstructions to moving food 
to people. You sent him away deeply impressed with your sincere 
concern and interest in the Indian people. 

Subramaniam's personal performance impressed our people favorably. 
He knows his subject and demonstrates firm confidence that he has 
the support of his Government and can carry forward his plans to 
action. 

Subramaniam expressed to me his deep concern that the general econonic 
assistance program for India be resumed. Clearly, its lapse is 
hurting them severely. I told him that would be reviewed by the 
President and Prime Minister at the appropriate time, but I felt it 
would strengthen India's case if he made quick progress in agriculture. 
In effect, I said he can make agriculture the "blocking back" for the 
rest of the Indian program. He agreed. 

He asked what he might say on his return to India expressing concern 
about possible political attacks from the Communist and fanatic 
Hindu party if there were no definite and measurable assurances of 
further United States availabilities. I responded that he knew his 
own politics best and I couldn't tell him what to· say but I would 
recommend that he ra.port on the action taken here as a result of the 
President's personal directive to move promptly the 1.5 million tons 
already programmed and that alternative plans for the future were 
reviewed but that no future commitments were made beyond the Presi­
dent's expression of sympathetic concern. I further advised that 
he emphasize that other countries in addition to the United States 
must help and that the extent of India's request to the United States 
would not be known until this was determined. I told him it was not 
advisable for me to join with him in meeting the press because that 
would encourage the numbers game already in process based on the 
President's known humanitarian concern and Subramaniam's estimates 
of the crop short-fall. ··He readily agreed. 

Actions 

Staff work and.forward planning to carry out the responsibilities you 
assigned to me in National Security Memorandum No. 339 is going for­
ward. 
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' I have called a meeting of the Committee set up by NSA Memoran-
dum 339 for 9:30 a.m., Monday, December 27, to review action 
plans preparatory for submittal to the President as directed. 
I propose to recommend to the Committee that I send or lead personally 
a team to India the second or third week of January to: 

1. inspect the ports and internal transport on the spot verifying 
the facts and judgments presented to us by the Indians during 
the current sessions in Washington, D.C. Plans to handle 
10 toll million tons and also the contingency plan to handle 
an additional 5 million tons need to be checked out. 

2. evaluate the soundness of the current crop estimate and judge 
what the 1966 crop short-fall actually will be. 

3. Review plans and prospects for the 1967 Indian crop so that 
everything possible is done to prevent comparable demands on 
the U.S. in 1967. 

4. keep the pressure on the Indian Government to get assistance f'rom· 
other countries by forming a consortium or whatever means it 
takes to get help f'rom other countries. There is a need for 
strong pressure here. Food grain availabilities in the world 
are l.imited by commercial sales to Russia and China made by 
Canada, Australia," France and Argentina. I believe maximum 
-pressure should be put on them by India to make food grain avail­
able even to the extent of diverting shipments already on the 
high seas . Countries without grain can be pushed to provide 
inputs such as fertilizer for the 1967 crop. I am not yet con­
vinced that the Indians are willing to move hard and dramatically 
on this front. We must continue to press them hard at all levels. 

5. review on the spot the monitering scheme now being worked out to 
measure basic agricultural progress so we can set specific targets 
and evaluate progress toward such targets quarterly or semi­
annually. It needs to be understood at the highest level in the 
Indian government that failure to meet the targets will in the 
absence of overwhelming justification result in an AID cut-off. 

6. Decide what kind of staff team will "be needed in India next 
year to carry out both the short-run logistical and the long-term 
agricultural improvement missions. 

7. verify or revise current estimates of capacity and actions that 
need to be taken. 
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Subject: Talks with the Indian MiniE1ter of Food and Agriculture 

We have completed extended and f'riendly talks with Minister Subramanfom. 
He was accompanied in these talks by th~i Indian Ambassador and staff 
specialists • on' short and long range foocl J?ro·oJ.ems in India. 

On our side Dave Bell, Paul Ignatius, and D:lck Reuter took part along 
with staff specialists from State, AID, Defense and the World Bank. 

We had a ~etailed and penetrating exchange of views on India's plans 
and our potential for meeting the immediate food emergency and on the 
policies and programs which the Government of India has recently set 
in motion to ~et the long term fcod and population crisis. 

About 25 members of the House and Senate took part in a dinner dis­
cussion with the Minister Monday night. They heard him speak and 
questioned him closely, particularly in regard to self help efforts 
in India. They also pressed for information on what countries other 
than the United States are prepared to do to provide food, fertilizer 
and other assistance to India in the crisis months ahead. I believe 
this discussion improved our prospects considerably for a constructive 
discussion of ~he Indian situation with Congress early in the session. 

Subramaniam also is meeting with American private fertilizer companies 
including private sessions with companies with whom they have been in 
negotiations. I am informed that the .American fertilizer people are 
encouraged b_ut. still skeptical. However, we believe they are prepared 
to make another effort. We are encouraging them to do so and at every 
opportunity emphaaize to Subramaniam that American capital has been 
disillusioned and he must proceed carefully and aggressively to earn 
their confidence if India is to get the fertilizer it needs so badly. 
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The Immediate Problem 

Subramaniam1s present crop estimate of 76 million tons of food grains 
in 1966 plus 11 million tons of imports would be 8 million tons short 
of last year's 95 million tons of food grains which included 7 million 
tons of imports, 6 million from the United states. The Indian Govern­
ment believes that with stringent rationing and belt-tightening {cut 
ounces of grain :from 12 per day to 8 or even 6 if necessary) they can 
get by with 11 million tons of imports if the crop does not deteriorate 
further. Ten to 12 tons appears to be af'irm minimum-needs figure if 
widespread starvation is to be prevented. Subramaniam assures us that 
current scanty reserves of about 3 million tons held by the Center and 
State Governments are now being used to prevent starvation and that 
reports of current widespread famine a.re exaggerated. 

The 76 million tons production estimate may have to be revised down 
next January when the returns on the crop currently in harvest are 
known. We are doi~g forward planning to meet such a contingency. 

We pushed the Minister hard in regard to Indian port capacity, how it 
might be expanded, and his willingness to risk labor disputes if neces­
sary, the availability of internal transport, and the authority for 
the Center Government to bring the States into line in distributing 
food grains. He gave us the strongest assurances of his willingness 
and ability to act on.all of these points. 

If the Indian Government can car:ry through on these assurances, it is 
our best judgment now that one m:illion tons can be imported and distri­
buted each month beginning in Fel:>ruary 1966 th:rough the normal port 
and distribution facilities. On thif; basis estimating 750,000 tons 
during monsoon months, the ten to twelve million-ton target can be 
reached for calendar year 1966. This assumes that the United States 
and other donor countries can irmnediately fill and 11keep the pipelines 
full" at all times. To make su:re that there is no lag in supply and 
resulting failure to fully utilize the one-million ton port and distri­
bution capaci~y, it will be necessary: 

1. to divert some shipments currently at sea en route to non-emergency 
destination (otherwise about. 700,000 tons of the 11 million ton 1966 
capacity will be lo6t or will have to be made up later by emergency 
means) and • 

2. to be sure there is steady loading and dispatch of vessels from the 
export end from now until the next harvest is in hand next fall. 
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We were impressed by the Minister's attitude and determination to 
move imported food quickly into hungry bellies. However, I feel it 
necessary.to make our own on-the-spot estimate of' the supply situation 
and verification of' the Indian capabilities early in 1966. The Minister 
has agreed to work closely with a team of' experts which I tentatively 
plan to take or send to· India about the second or third week in January. 

We also discussed a "contingency plan" to go into effect if' the Indian 
crop now in harvest deteriorates further. We were told that an addi­
tional short-fall of five million tons is possible. That would mean 
a crop of 71, rather.than 76 million tons. The details of adding port 
and internal distr~bution capacity if' the situation should worsen are 
now being .staffe~ out • We are confident that another five million 
tons can be handled by taking extraordinary measures such as lighter .. 
ing from large tankers with small boats into smaller ports if required. 
We will know by February or March whether we must f'ace this contingency. 
U.S. supply availabilities are adequate but such a 15 million ton volume 
would strain our own internal transport and port facilities. U.S. com­
mercial exports are running at a record level now. Some ports are 
already near maximum levels and box cars, as you are well aware, are 
short. Forwarci planning for this :l.s also under way. 

Pursuant to your-instructions and the Minister's strong interest, special 
planning is under w~ to provide for nutrition supplements for children, 
nursing and pregnant mothers. • 

The wng-Term Problem • 

Subramaniam set out in further detail the long-term policy and program 
commitments which the Indian Cabinet agreed to shortly after he and I 
talked in Rome.· The program follow-through here is not as precise or 
detailed as the plans to meet the short-run logistic problem. Accord­
ingly, we are now establishing with the Ind:Lans machinery to check 
India's progress in fertilizer developmen·~, seed distribution, price 
incentives,. etc.,· acc9rding to agreed-upon progress check points. Work­
ing with AID and the Indian government in Washington and in Delhi, such 
a series of.check points; jointly reviewed, maybe quarterly, will make 
it possible f'or. tis to know whether the Indians are just talking or mak­
ing tangible prQgress. Such a proc~dure will make it possible for the 
U.S. to make its long-term aid and technical assistance contingent upon 
specific actions and measured progress by the Indian Government. • 
Subramaniam was receptive to this proposal. 

I won't burden ·you with the details of' India's long-term plan to become 
self-sufficient by 1971 at this time. It involves earmarking 32 million 
acres of the best quality, best watered land in the hands of' the best 

https://necessary.to
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cultivators. Fertilizer supplies, improved seeds, credit and other 
factors will be concentrated on these lands vi.th the objective of 
adding one ton per acre to the output by 1971. 

It is clear that much thought has been given to the specifics of 
fertilizer, seeds, irrigation, chemicals, machinery and credit. The 
big job of carrying it out remains ahead. 

General Comment 

Subramaniam and Ambassador Nehru were tremendously impressed with 
the warmth of your welcome and the deep concern you expressed that 
people, especially children, must eat and your strong statement 
that we must declare "nuclear war" on obstructions to moving food 
to people. You sent him away deeply impressed vi th your sincere 
concern and interest in the Indian people. 

Subramaniam's personal performance impressed our people favorably. 
He knows his subject and demonstrates firm confidence that he has 
the support of his Government and can carry forward his plans to 
action. 

Subramaniam expressed to me his deep concern that the general econom:i.c 
assistance program for India be resumed. Clearly, its lapse is hurt­
ing them severely. I told him that would be reviewed by the President 
and Prime Minister at the appropriate time, but I felt it would 
strengthen India's case if he made quick progress in agriculture. In 
effect, I said he can make agriculture the "blocking back" for the 
rest of the Indian program. He a.greed. 

He asked what he might say on his return to India expressing concern 
about possible political attacks from the Communist and fanatic Hind~ 
party if there were no definite and measu:rable assurances of further 
United States availabilities. I responded that he knew his own poli­
tics best and I couldn't tell him what to say but I would recommend 
that he report on the action takem here as a result of the President's 
personal directive to move promptly the 1.5 million tons already 
programmed and that alternative plans for the future were reviewed 
but that no future commitments were made beyond the President's ex­
pression of sympathetic concern. I further advised that he emphasize 
that other countries in additie>n to th,~ United States must help and 
that the extent of India's request to the United States would not be 
known until this•was determined. I told him it was not advisable fo':" 
me to join· vith him in meeting the prc?ss because that would encoura1r? 
the numbers game already in process based on the President's known 
humanitarian concern and Subramaniam's estimates of the crop short­
fall. He readily agreed. 



5--The President-December 23, 1965 

Actions 

Staff work and forward planning to carry out the responsibilities you 
assigned to me in National Security Memorandum No. 339 is going for­
ward. 

I have called a meeting of the Committee set up by NSA Memorandum 339 
for 9:30 a.m., Monday, December 27, to review action plans preparatory 
for submittal to the President as directed. I propose to recommend 
to the Committee that I send or lead personally a team to India the 
second or third week of January to: 

l. inspect the ports and internal transport on the spot verifying 
the facts and judgments presented to us by the Indians during 
the current sessions in Washington, D.C. Plans to handle 10 to 
11 million tons and al~o the contingency plan to handle an addi­
tional 5 million tons need to be checked out. 

2. evaluate the soundness of the current crop estimate and judge 
what the 1966 crop short-fall actually will be. 

3. review plans and prospects for the 1967 Indian crop so that 
everything possible is done to prevent comparable demands on 
the U.S. in 1967. 

4. keep the pressure Gn the Indian Government to get assistance from 
other countries by forming a consortium or whatever means it 
takes to get help from other countries. There is a need for 
strong pressure here. Food grain availabilities in the world 
are limited by commercial sales to Russia and China made by 
Canada, Australia, France and Argentina. I believe maximum 
pressure should be put on them by India to make food grain avail­
able even to the extent of diverting shipments already on the 
high seas. Countries without grain can be pushed to provide 
inputs such as fertilizer for the 1967 crop. I am not yet con­
vinced that the Indians are willing to move hard and dramatically 
on this front. We must continue to press them hard at all levels. 

5. review on the spot the monitering scheme now being worked out to 
measure basic agricultural progress so we can set specific targets 
and evaluate progress toward such targets quarterly or semi­
annually. It needs to be understood at the highest level in the 
Indian government that failure to meet the targets will in the 
absence of·overwbelming justification result in an AID cut-off. 
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6. decide what kind of staff team will be needed in India next 
year to carry out both the short-run logistical and the long-term 
agricultural improvement missions. 

7. verify or revise current estimates of capacity and actions that 
need to be taken. 



SPECIAL ASSISTANT TO THE SECRETARY Of' STATE 

WASHINGTON A 
December 22, 19~ 

- Attachment C}v'
Dear Bob: 

The meetings with the Indians have been most 
thoughtful and, I feel, particularly effective. I find 
my personal notes were relatively detailed and 
thought you might like to look them over as an in­
dication of the direction of the discussions, and as 
background before the 11official" report gets to you. 

Merry Christmas I 

Sincerely, 

_l) ·c• ( \_ 

Richard W. Reuter 

Enclosure: 

Notes on meetings with 
Mr. C. Subramaniam. 

Mr. Robert W. Komer, 
Deputy Special Assistant 

to the President, 
The White House. 

co:wrfbEN'f.IALAttachment 



DEPARTMENT OF STATE 
.S1•ECIAJ, Asi-1sTANT To TnE SEcRtrARY 

December 20, 1965 

MEMORANDUM FOR THE RECORD 

SUBJECT: Notes on meeting between Secretary of Agriculture Freeman 
and Mr. C. Subramaniam, Minister of Food and Agriculture 
of India (List of participants attached)

(Morning Session) 

Mr. Subramaniam reported on short term crisis; using last year's 
88 million ton production as base: 

8 to 10 million ton shortfall first season (Nov. to Jan. harvest). 
2 to 3 million shortfall indicated second season (April to June harvest). 

Second crop final result still to C)'edetermined by the monsoon. 
A small marginal third crop harvested in summer not significant. 
Total annual shortfall then of 10 to 13, or perhaps even 15 million tons. 

Stocks - - Central stocks of December 1: 1. 3 million tons of rice 
and wheat. 

State stocks of Nov. 1: 1 million tons of rice and 
wheat, plus some stocks in 
distributors, farmers and 
consumers. 

Acute period will follow February and March use of current stocks 
but some states with serious drought will feel this sooner because 
normal shipments from other states will be interrupted. One 
state already hard hit (Rajastan _program). 

Not now famine -- though press has been highlighting a few special 
cases in "corners seriously affected". 

Steps taken so far 

Rationing by January 1 in cities of over 1 million and in new urban 
areas (some 45 to 50 million people). 

By April-May all urban areas (over 100,000) will be under rationing-, 
a total under rationing of 95 to 100 million people. No present plan for 
rural ar~as or villages. 

In 
CfflelRD?ENTJAL 
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In smaller cities open market but fair price shops will be opened 
to assure supply. 

Ration now is 10 ounces; may have to be cut; perhaps as low as 6 
or 7 owices. 

Rural areas where drought shortage will have fair price shops -

Where no grain available at all will start relief -- primarily work 
relief projects. • 

Will start program for most vulnerable group, the children, nursing 
mothers. This will start as emergency measure but hope to keep as 
permanent Governmental effort. (As Madras Education Minister, -
Subramaniam started CARE state school lwich program, now reaching 
10 million Jndians)o 

\ 

Needs now pre-school children's program (Subcommittee to meet on 
this on Tuesday) 

Requirements for children -- Milk powder; vita.minized foods; 
vitamin tablets. 

National central committee established at ministerial level - -
With corresponding state level committees being formed. Then 

will set up district and block level committees - -
distribution through schools (where not being done now), including 
possibly using facilities for pre schoolo 
Other distribution channels wider consideration. 

Adequate power is now in Food and Agriculture Ministry of National 
Government to carry this out (This point discussed further due to some u. s. 
scepticism). 

Last year 88 million crops 
6+ million imports 

94 million 
This 

C~kNTIAL 
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This year setting target at 88 million -- will attempt to 
reduce consumption by about 6 million tons --

So we are talking of filling short fall as import target -- -
need then perhaps 10 million tons minimum. 

(Drop in per capita .availability of 6 to 8%) 
Probably no more available or able to be gotten in 

their ports. 

We will .need then in good months a million tons if to 
reach even the 10 million annual tar.g?t. 

II. Grain Logistics 

Diversion of ships now en route other countries -­

Alternative ports - . 
Road transport for up to 200 miles from port -
Otherwise rail. 

Internal logistics - movement within country? 
What are capabilities of portls.; if. 4 million or so 
more needed? Probably will require emergency 
new arrangements -- even though now : setting _ 
up port area committee and man with independent 
powers to maximize port movement. 

Transport Ministry claims Ports can handle 10 million 
they can handle without serious tons without serious disruption -
disruption some 13 to 14 million but beyond that priorities and 
tons per year. Rail capacity still emergency action needed. 
has slack. 

Other Countries 

Mr. Subramaniam personally met with High Commissioners of 
UK and Australia, and Canada. His secretary seeing others 
who might help. Indicated food, shipping, fertilizer and other 
goods India needs. Answers being awaited. 

Mr. Subramaniam 

c_0NFIDENTIAL 
I 
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(December 20, 1965 - Afternoon session) 

Turning to the long-range problem, Mr. Subramanian outlined 
4th Plan priority attention to agriculture. Admitted previous failure to 
reach targets despite such priority but emphasized present schemes 
based on analysis of reasons for shortcomings in first three plans --

So plan - 32 million acres selected for intensive cultivation. 
Emphasis on 9 new grain strains - seed multiplication priority 

project. 
Irrigation needed for new seed in order to get multiple cropping 

with new shorter growing season seeds. 
Soil survey - intensive - as basis for fertilizer use. 

Improved soil-water management. 
Working now on credit facilities to supplement co-op credit 

facilities. Talked with private banks to take on pilot blocks 
:i:>r financing more intensive agriculture. Legislation being 
offered for an agricultural credit corporation. 

Food corporation set up (including credit facility so further 
experimenting on best technique for credit for 32 million acres 
of intensive land cultivation). 

Fertilizer - -
(Baby Austin to Rolls Royce -- "You have a better machine, why 
do you need gasoline?" Actually, of course, you need more. 
Intensive agriculture with better seed will need more fertilizer). 

Seven-year freedom from price marketing control for all licenses 
for fertilizer plants issued by March 1967. This should remove a ~ 
major obstacle on private financing of fertilizer plants. This to apply 
to present as well as new plants. 

Dramatic demand increase for fertilizer -- largely because of price 
incentive - - has made all this new activity and attitude possible. 

Pesticide --
Needs are recognized but in light of fertilizer priority, pesticide 

needs must be considered marginal (Uaj.on Carbide involved in this). 

Are now 
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Are now attempting slowly to build up an aerial unit 
for spraying. 

Rat pestilence problem recognized -- committee appointed 
(for 6 months has done little) - so Mr. Subramaniam going ahead 
developing his own plans --

Storage - by end of year will be 3 million tons -- hired private 
storage providing approximately 1 million more. 

Loss due to poor storage now down to 2/10 of % in Government 
storage and trying to use this as standard for guaranteed loans on 
private storage of crops. 

Comments on Food Corporation 
Originally post procurement distribution from March will. go 
too into procurement from the farmers. 

Food corporation on 150, 000 acres trying advancing credit for 
imports up to 50% of crop value and take mortgage on crop -
7-1/2% interest. This forward contracting by Food Corporation 
will be expanded as experience gained. (Patterned partially 
on our CCC model). Financing done by banks on basis of 
contract with Food Corporation guaranteeing to take 50% of 
crop (which guarantees the impact credit grant). 

Agricultural Credit Corporation being developed which will 
be establishing banks in rural areas. 

So, varied experiences being achieved -- central government • 
still ahead of many of state governments in this er edit area. 

Food .(Corporation can (and has on occasion) purchased to hold up 
prices. However, in general prices have been above support price 

set 

CON~:mJi;;,=---
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